Memorandum

To: Governor Culver and Lt. Governor Judge
From: lowa ARRA Coordinating Team

Jon Murphy, lowa Office for State-Federal Relations

Teresa Hay McMahon, lowa Department of Management

Dick Oshlo, lowa Department of Management

Calvih McKelvogue, lowa Department of Administrative Services
Phil Roeder, Governor's Office

Jim Larew, Governor’s Office

Joni Klaassen, Governor's Office

Deb Bassett, lowa Department of Management

Re:  Overview of the ARRA Progress Report
Date: July 21, 2009

Governor Culver and Lt. Governor Judge:

The following documents represent the second quarterly report on the implementation of the
American Recovery and Reinvestment Act (“Recovery Act”) in lowa. The content of this report
differs from the first quarterly report due to the new information and resources that can be provided
to you and to all lowans more broadly.

Prior to the passage of the Recovery Act, lowa was making preparations as to how to effectively
implement the legislation within the State. The development of a comprehensive working group
process was critical to identifying the opportunities and challenges presented within the Recovery
Act. Since those early working group actions, state agencies and departments have been working
diligently across state government and with federal counterparts to best implement the Recovery
Actin lowa. '

As noted in the last report, state government has engaged with lowans at several levels to discuss
the implementation of the Recovery Act. Members of the Recovery Act coordinating team have met
with individual lowans, local government leaders, federal partners, and others to discuss
implementation of the Recovery Act in lowa. In addition, the Coordinating Team has actively
participated in several national opportunities to share implementation best practices with other
states. Going forward, the Coordinating Team will continue an effective outreach program to
assure interested parties are receiving information on how the Recovery Act is being implemented
in lowa. '

As with the previous report, this progress report is a snapshot of where lowa is now in the
implementation of the Recovery Act. As you have instructed, we will continue to provide you
with complete and comprehensive updates of Recovery Act implementation. '
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EXECUTIVE SUMMARY

Because of additional resource material available, this report will differ in organization and content
than the first Recovery Act quarterly report. Specifically, there have been documents produced
within state and federal government that can provide an overview of how the Recovery Act is being
efficiently implemented within the State. Documents have been included within the reports that have
been developed by the Recovery Act Coordinating Team, the Department of Management, the
Department of Administrative Services, and the federal Government Accountability Office. Each
document provides different insight into how the Recovery Act is being implemented within the
State.

Funds Expended

The financial information provided in this report is derived from a database created by the
Department of Management o track Recovery Act funds in lowa. The report provides a look at the
funds that have been expended and those we estimate to receive over the life of the Recovery
Act. The “Federal Funding {lowa Share)" column represents an estimate of Recovery Act awards
that the state may receive. In many cases, the federal funding is estimated because it is either
competitive or demand based. In each case, funding could increase or decrease based on the
relative success of a competitive grant application or the fluctuation in demand.

The “ARRA expenditure” column reports the cumulative totals expended to date from the
beginning of ARRA implementation. Expenditure information is updated on a daily basis from
the state’s 1/3 accounting system. However, because some agencies have different accounting
methods and systems, their submittal of information to the 1/3 system can vary. For instance,
financial information outside of 1/3 from the lowa Finance Authority and for the Supplemental
Nutrition Assistance Program (SNAP) benefits is provided monthly, and the expenditure figure
will reflect those updates once-a-month. In addition, a process is being developed to receive
expenditure data form Regents institutions, currently that data is not available in the database.

The Coordinating Team Is working diligently to coordinate reporting among all agencies to assure
the most accurate and current expenditures are reported by the state.

State Guidance

The Coordinating Team developed a guidance book to assist departments and agencies within
state government to effectively implement the Recovery Act. Because of the “work in progress”
nature of the Recovery Act at all levels of government, this reference book is updated on an “as-
needed” basis. State agencies and departments have been encouraged to cali attention to any
inconsistencies within the guidance so that they can be addressed and reconciled.

lowa Accountability and Transparency Board

The lowa Accountability and Transparency Board (IATB) was created by Executive Order 12to
provide additional oversight and guidance of the use of Recovery Act funds in lowa. The group met



on June 23rd and agreed to an Action Plan, which is included in this report. As per the Action Plan,
the IATB has developed a survey that has gone out to state departments and agencies to assist in
the measurement of risk and availability of appropriate internal controls to reduce the potential for
waste, fraud, or abuse of Recovery Act funds. With the data collected, and subsequent analysis,
the IATB will be able to move forward with recommendations on how best to improve the oversight
of Recovery Act funds in lowa.

Government Accountability Office (GAQO) Report

lowa is one of 16 states being tracked by GAO on a bi-monthly basis regarding the use of Recovery
Act funds. As part of this group, several state agencies have had the opportunity to discuss
implementation processes with federal officials on a semi-regular basis. This provides the
opportunity to highlight current practices and areas in which the state needs additional guidance
from the federal government. The July GAO report is included in this quarterly report to provide an
outside perspective on how the Recovery Act is being implemented within the State.

Next Steps

lowa continues to improve its data collection and reporting methodologies. Going forward, the
Department of Management is working closely with the Information Technology Enterprise to
develop a reporting solution that will meet federal guidance. In addition, the IDOM/ITE collaboration
will be increasing the transparency of Recovery Act funding on the www.Recovery.lowa.gov web
site and continually developing the visual “dashboard” that will allow lowans to view Recovery Act
expenditures in a detailed and understandable manner.

The federal government has required that state data on Recovery Act expenditures be delivered in
early October. There are several technical and logistical challenges related to meeting this goal,
but the Coordinating Team anticipates being able to fully comply with all reporting requirements in a
timely manner.



=

. Federal Funding ARRA
Working Group Federal Funding Program (lowa Share) Expenditures
Education Working Agriculturé, Depariment of‘a"gchool Lunch Equipment $823,833 50.00
Group £ducation, Department of/Educational Technology $3,365,000 $C.00

Education, Department offFiscal Stabiiization - Education $386,373,745 - $40,000,000.00
Education, Department ofiFisgal Stabilization - Government Services $85,965,797 $2,632,074.87
Education, Department offindependent Living $B821,429 $53,970.54
gducation, Department offMcKinney-Vente . Ed for Homeless 3443832 . $0.00
Ermeation. Department ofSpecial Education - Part® $122,096:000  524,419,036.00
Education, Department ofiSpecial Education - Past B Preschodt 54,141,000 $828,281.00
Zducation, Depariment offSpecial Education - Part C $3.8?1.,000 $619,368.00
Education, Department offTitle { - LEA Grants $51,487,000 $8,111,883.00.
Education, Department offTitte | - Schodo! Improvement $15,981,000 $0.6C
Education, Department offVocational Rehabilitation $5,715,709 $89,865.25
Health and Human Services, Department offtead Start $5,605,000 $0.00
‘ 3686,498,945  §76,754,547.76
Energy Werking ' Energy, Department offAdvanced Batteries 50 30.00 |
Graup Energy, Department oflAdvanced Research Projects 30 3$0.00 .
Energy, Department of/Electricily Detivery and Energy Rekabiilty $1,302,023 ' $0.00
Energy, Department offEnergy Efficiency and Renewable Energy Research Development, $0 $0.00
Demaonstration and Deployment .
Energy, Department ofiEnergy Efficiency & Conservation Block Grants 58,593,500 30.00
Energy, Department offFossit Energy Research & Deve(opmen{ G §0.00
Energy, Depaftment ofiState Energy Program $40,546,000 $0.0G -
Energy, Department off Transportation Elecirification 50 30.00
$51,441,823 $0.00
Environmant Working  Agriculture, Department of {Forest Service)/Wildland Fire Management - State and Private $2,449,000 $9.00
Group Foresty Activities
Environmental Protection Agencyu‘Ciean Water State Revolving Fund $53.5765,800 30.00
Enviroamental Protection Agency/Diesel Emissions Reduction Pragram $1,730,000 51,091.01
Environmental Protection Agency/Dirinking Water State Revolving.Fund $24,283,000 $0.00
"‘Environmenaai Protection Agencyibeaking Underground Storage Tanks 32,643,000 30.00
Housing and Urban Development, Department ofiCommunity Development Fund, Under 37,014,352 $0.00
Title 1 of Housing and Community Development Act of 1874, CDBG Non-Entitiement 7
: 541,705,152 $1,081.01
Health Care Working  Administration on Aging/Saenior Nutrition Programs $1,033,962 $000 .
- Group ‘Agriculture, Department of (FNS)Supplemental Nutrition Assistance Program $2.656,G00 52,669.84
{adminisiration)
Agricuiture, Department of (FNS)/Supplemental Nutrition Assistance Program {benefits) 382,500,000 $15,620,533.84
Agricuiture, Department of {UsDAYSupplemental Nufrition Program for Women, infants, $300,060 3000
and Chitdren (WIC) . )
Agriculture, Department ofiCommodity Assistance Program (TEFAP»Admm) 33097,814 $0.00
Agricutture, Department ofiCommodity Assistance Program {TEFAP-Benefits) §793,837 30.00
Heaith and Human Services, Departn'ient of (ACF)/Child Care Block Grant $18,120,0C0 $000
Health ard Humar Services, Repartment of (ACE)/Chiid Support Enforcament $27,176,47T1 $3,688,235.00
Health and Human Services, Department of {CBC)IPreventmn and Weilness Fund - Health: ] $0.60
Acquired infections (HAD
Heaith and Human Services, Department of (CDC)Prevention and Wellness Fund - Section 32,708,882 $0.00
347 Immynization Program
Heaith and Human Services, Department of {CMS)/Medicaid (ATB 6.2% FMAP increase) $420,803,757  $150,117,914.43
Health and Human Services, Department of (CMS)/Title IV-E (6.2% Increasé foster care, $10,544,960 $3,264,682.20
adoption, & guardianship)
Health and Muman Services, Department of (Office of Community Serv;ces}li:ommumty $10,821,398 $24.85
Services Block Grant
Veterans Administration/VA Construction. Grant Program 33,104,000 §0.00
$581,562,211 $172,694,380.16
Housing Working ‘Energy, Department of\Weatherization Assistance Program 380,834,411 $717,109,66
Group ".Housmg and Urban Developméﬁ; Department offHomelessness Prevention and Rapid Re- 518,800,000 $0.0¢
housing Frogram
Mousing and Urban Development, Department ofiNeighborhood Stabilization Program $15,000,000 30.00
Housing and Urban Development, Department offProlect-Based Rental Assistance $14,500,000 $5,172,044.00
Housing and Urban Development, Departiment offTax Gredit Assistancs Program $18,000.,000 $0.00
4.8, Treasury, Departmesit offTreasury Mousing Credit Exchange Pragrarfl 872,772,712 $G.00




$217,907,123

$5,889,153.56

IT Warking Group Cominerce, Departmest of {NTIA)/Broadband Data Improvement Act {Public Law 110-385) $5,600,000 $0.00
Commetce, Department of (NTIAYBroadband Technology Opportunities Progyam $40,840,000 $0.00

$46,440,000 $0.60

Public Safgty Defense, Department of (National Guard Bureau)lAir National Guard, SR# Funding $5,200,000 30,00
Working Group Defense, Department of {National Guard Bureau)/Army National Guard, SRM funding $3,327,030 $0.00
Justice, Department of {BJA)YByrne-JAG Formula Grants $11,777,40% $0.00

Justice, Department of (OJP)/Crime Victim Compensation $498,329 $47¢,840.10

Justice, Department of {GJPYVictims of Crime Act (VOCA] Assistance $699,000 $0.00

Justice, Department of (QVAWYSTOP Vioience Against Women $1,645,347 30,00

Justice, Department offinternet Crimes Against Children $574,077 $22,872.36

$23,721,184 $502,712.46

Transportation Transportation, Depariment of (FAAYGrants In Ald for Airports (Asrpons injowa are ) $0.00

Working Group

primary reciplents and will recelve an estimated $10,184,552)

510,184,552

Transportation, Department of {FHWAYHighway Infrastructure

$358,162,431

$39,661,259.39

Transportation, Department of (FRAYAmirak $402,300 $0.00
Transportation, Departiment of (FTA) Transit Capital Grants $36,483.617 $0.00
. $406,232,900 $39,661,258.39
Waoarkforce Working Corporation for National and Community Service/National and Community Service Act - 51,482,831 $180,711.24
Group AmeriCorps
l.abor, Department of (Federal Employment Securlty Administration)iUi State $5.068,000 30,00
Administrative Graat
Labor, Department of {Faderal Unemployment Accountj/U! Modernization/Reed Act 370,800,000 $69,975.00
Labor, Departmant of (High-Growth Job Training Initiative)High-Growih Job Training $0 $0.00
Infiative, Wordforce Invesiment Act )
Laber, Departmént offExtension of Emergency Ui Compensation $232,241,700 $0.60
Labor, Department offSenior Internship Program $304,003 524,997 81
Labor, Department ofiTrade Adjustment AssistanceTrade Reemployment Assist 30 $0.00
Labaor, Department offUj Increased Weekly Benefits $82,566,000 $25,116,544.11
Labor, Department of Wagner-Peyser / RES State Employment Services $3,726,404 $14,662.23
l.abor, Depariment of WA Adult Worker $1,554,835 $78,048.65
Labor, Department of WIA Dislocated Worker $5,225,689 $332,669.54
Labor, Department off WA Youth $5,172,183 $802,856.71
Laboy, Department offWork Opportunity Tax Cradit(WQTC) 3¢ 30.00
Labor, Department offYouthBuild - Conipetitive Granis $1,500,000 $0.00.
National Endowment for the ArisiNational Foundation on the Arts and Humanities Act $303,000 $0.00
$409,934,645 $26,611,265,26
. $2,514,443,683 $322,114,379.70
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BACKGROUND

On Tuesday, February 17, 2009, President Obama signed into law the American Recovery and
Reinvestment Act of 2009, Pub. L. 111-5 {ARRA). This Act provided $787 billion of federally
financed economic stimulus funding through a combination of spending programs and
reductions in business and individual taxes.

The ARRA funds are provided for purposes which include preserving and creating jobs and
promoting economic recovery; assisting those most impacted by the recession; investing in
transportation, environmental protection, and other infrastructure to provide long-term
economic benefits; and stabilizing state and local government budgets.

The ARRA presents some great opportunities for lowa. An estimated $2.5 billion will come to
our state to help us with important issues, such as:

s Investing in our state’s infrastructure, such as transportation
e Providing greater access to health care

e Continuing support to our public schools

s Encouraging greater use of clean and efficient energy

¢ Implementing tax cuts for hard-working lowans

e Providing additional help to workers hurt by the recession

lowa has been selected as one of sixteen states to be part of a core group of states that will be
monitored over the next three years to provide an analysis of the use of funds under the ARRA.

PURPOSE

The purpose of this correspondence is to give guidance to State Agencies regarding the use of
ARRA funds, including contractual and grant requirements and accounting and financial
reporting requirements. State agencies will continue to adhere to the existing state
procurement guidelines. These requirements and considerations also apply to those contract
types which are currently handled by the agency through statutory authority.

In addition, the ARRA has some specific contractual, grant, and reporting requirements that are
outlined in ‘Title XV Accountability and Transparency & Title XVI General Provisions” of the Act.
Guidance provided herein is not intended to be exhaustive and the agency will have
responsibility to research these two titles for complete detail.

INTRODUCTION

All contracts and grants involving the use of funds made available under the ARRA must include
provisions described in the ARRA, in addition to the standard terms and conditions typically
used by state agencies for contracts, grants, and other types of agreements involving the use of
federal funds.

Guidance to State Agencies Regarding Funds Recelved June 4, 2009 4
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The State will need to administer contracts that include the reporting tools, monitoring
procedures, and accountability requirements that will help prevent fraud, waste, and abuse of
these funds.

Agencies should put in place the internal controls that will support the requirements of
ensuring that the ARRA funds are spent properly, efficiently, and effectively, and are meeting
the intended goal. This will require that these contracts are overseen by an adequate number
of trained purchasing and grant personnel. In light of the Administration’s commitment {0 high
levels of accountability and transparency, special attention should be given to maintaining
strong internal controls over ARRA program funds. The high risk associated with the award and
expenditure of ARRA program funds merits increased oversight by the agency.

The guidance provided herein comes from the Federal Office of Management and Budget
guidance and requirements to Federal Agencies (M-09-15, April 3, 2009), the Federal Registry
Vol. 74 Rules and Regulations (March 31, 2009, pages 14622-14651) and the lowa Departments
of Management and Administrative Services. We encourage State Agencies to become familiar
with the details of these requrrements As more guidance becomes available, updates will be
made to this document.

SECTION I— STANDARD TERMS AND CONDITIONS FOR CONTRACTS AND
GRANTS USING ARRA FUNDS

To the extent that this contract or grant involves the use, in whole or in part, of American
Recovery and Reinvestment Act of 2009, Pub. L. 111-5 {ARRA]} funds, the following terms and
conditions shall apply. As used in this Section, “Vendor/Grantee” means the contractor or
grantee receiving ARRA funds from the State of lowa under this contract.

1. The Vendor/Grantee specifically agrees to comply with each of the terms and conditions
contained herein. Vendor/Grantee understands and acknowledges that the federal
stimulus process is still evolving and that new requirements for ARRA compliance may
be added. Accordingly, Vendor/Grantee specifically agrees that both it and
subcontractors/sub-grantees will comply with all such requirements during the contract
period.

2. Vendor/Grantee agrees that it shall include these standard terms and conditions in all
subcontracts or sub-grants it may enter into in connection with projects funded in whole
or in part with funds available under the ARRA.

3. Vendor/Grantee understands that ARRA funds are temporary and that programs
supported with ARRA funds will not be continued with state financed appropriations
once the temporary ARRA funds are expended.

Guidance to State Agencies Regarding Funds Received june 4, 2009 5
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1.1—Conflicting Requirements

Vendor/Grantee agrees that, to the extent ARRA requirements conflict with the State of
lowa requirements, the ARRA requirements shall control.

1.2—Buy American Requirement

Vendor/Grantee agrees that in accordance with ARRA, Section 1605, neither
Vendor/Grantee nor its subcontractors/sub-grantees will use ARRA funds for a project
for the construction, alteration, maintenance, or repair of a public building or public
work unless all of the iron, steel and manufactured goods used in the project are
produced in the United States in a manner consistent with United States obligations
under international agreements. The Vendor/Grantee understands that this
requirement may only be waived by the applicable federal agency in limited situations
as set out in ARRA, Section 1605.

1.3—Wage Requirements

Vendor/Grantee agrees that, in accordance with Section 1606 of the ARRA, both it and
its subcontractors shall fully comply with this section in that, notwithstanding any other
provision of law, and in a manner consistent with the other provisions of the ARRA, all
laborers and mechanics employed by contractors and subcontractors on projects
funded in whole or in part with funds available under the ARRA shall be paid wages at
rates not less than those prevailing on projects of a character similar in the locaiity, as
determined by the United States Secretary of Labor in accordance with subchapter IV of
chapter 31 of title 40 of the United States Code. The Secretary of Labor's determination
regarding the prevailing wages applicable in the State of lowa are located at:
http://www.gpo.gov/davishacon/ia.himl

1.4—-Whistleblower Protection

Vendor/Grantee agrees that both it and its subcontractors/sub-grantees shall comply
with Section 1553 of the ARRA, which prohibits all non-federal Vendor/Grantees of
ARRA funds, including the State of lowa, and all contractors and grantees of the State of
lowa, from discharging, demoting or otherwise discriminating against an employee for
disclosures by the employee that the employee reasonably believes are evidence of {1}
gross mismanagement of a contract or grant relating to ARRA funds; (2) a gross waste of
ARRA funds; (3) a substantial and specific danger to public health or safety related to the
implementation or use of ARRA funds; (4) an abuse of authority related to
implementation or use of ARRA funds; or (5} a violation of law, rule, or regulation
related to an agency contract (including the competition for or negotiation of a
contract) or grant awarded or issued relating to ARRA funds. Vendor/Grantee agrees
that it and its subcontractors/sub-grantees shall post notice of the rights and remedies
available to employees under Section 1553 of Title XV of Division A of the ARRA.

Guidance to State Agencies Regarding Funds Received June 4, 2009 I
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1.5-Non-BDiscrimination

The Recipient shall comply with Title V1 of the Civil Rights Act of 1964, Section 504 of the
Rehabilitation Act of 1973, Title IX of the Education Amendments of 1972, the Age
Discrirnination Act of 1975, and other civil rights laws applicable to recipients of Federal
financial assistance.

1.6—Job Posting Requirements

Section 1512 of the ARRA requires states receiving stimulus funds to report on jobs
created and retained as a result of the stimulus funds. Vendors/Grantees who receive
ARRA funded contracts are strongly encouraged to post job opportunities created in
connection with projects funded in whole or in part with ARRA funds on the State of
lowa job opportunity site, hitp://www.lowalobs.org

1.7—Reporting Requirements

Pursuant to Section 1512 of the ARRA, state agencies receiving ARRA funds must submit
a report to the federal government no later than ten {10) calendar days after the end of
each calendar quarter {“Reporting Period”). This report must contain the information
outlined below. Accordingly, Vendor/Grantee agrees to provide the State of lowa with
the following information in a timely manner:

a. The total amount of ARRA funds received by Vendor/Grantee during the
Reporting Period;
b. The amount of ARRA funds that were expended or obligated during the
Reporting Period;
c. A detailed list of all projects or activities for which ARRA funds were expended or
obligated, including:
i. the name of the ;Z)I’O]E'Ct or activity;
ii. adescription of the project or activity;
iii. an evaluation of the completion status of the project or activity; and
iv. an estimate of the number of jobs created and the number of jobs
retained by the project or activity;
d. Forany subcontracts or sub grants equal to or greater than $25,000:
i. The name of the entity receiving the sub award;
ii. The amount of the sub award;
fii. The transaction type;
iv. The North American Industry Classification System (NAICS} code or
v. Catalog of Federal Domestic Assistance (CFDA} number;
vi. Program source,
vil. An award title descriptive of the purpose of each funding action;
vili. The location of the entity receiving the sub award;
ix. The primary location of the sub award, including the city, state,
congressional district and country; and

Guidance to State Agencies Regarding Funds Received June 4, 2009 7
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x. A unique identifier of the entity receiving the sub-award and the parent
entity of the Contractor/Grantee, should the entity be owned by another.

xi. The names and total compensation of the five most highly compensated
officers of the company if it received: 1) 80% or more of its annual gross
revenues in Federal awards; and 2) $25 million or more in annual gross
revenue from Federal awards.

e. For any subcontracts or sub grants of less than $25,000 or to individuals, the
information required in section d {above) of the Reporting Requirements may be
reported in the aggregate and requires the certification of an authorized officer
of the Vendor/Grantee that the information contained in the report is accurate.

f. Any other information reasonably requested by the State of lowa or required by
state or federal law or regulation.

Standard data elements and federal instructions for use in complying with reporting
requirements under Section 1512 of the ARRA were published in the Federal Register on
April 1, 2009 [74 FR 14824], and once approved will be provided online at
www FederalReporiing.gov.

1.8—Inspection of Records

Vendor/Grantee agrees that it shall permit the United States Comptroller General or his
representative or the appropriate inspector general appointed under section 3 or 8G of
the Inspector General Act of 1978 or his representative to: [1) examine any records that
directly pertain to, and involve transactions relating to, this contract; and (2) interview
any officer or employee of the Vendor/Grantee or any of its subcontractors/sub-
grantees regarding the projects funded with ARRA funds.

1.9—~Prohibition on Use of ARRA Funds

Vendor/Grantee agrees that none of the funds made available under this contract may
be used for any casino or other gambling establishment, aguarium, zoo, golf course,
swimming pools, or similar projects. :

1.10—Segregation of Funds

Vendor/Grantee agrees that it shall segregate obligations and expenditures of ARRA
funds from other funding. No part of funds made available under the ARRA may be
commingled with any other funds or used for a purpose other than that of making
payments for costs allowable under the ARRA.

1.11—Ealse Claims Act

Vendor/Grantee agrees that it shall promptly refer to an appropriate federal inspector
general any credible evidence that a principal, employee, agent, sub-grantee,
subcontractor or other person has committed a false claim under the False Claims Act or
has committed a criminal or civil violation of laws pertaining to fraud, conflict of
interest, bribery, gratuity, or similar misconduct involving those funds.
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1.12—Enforceability

Vendor/Grantee agrees that if Vendor/Grantee of one of its subcontractors/sub-
grantees fails to comply with all applicable federal and state requirements governing the
use of ARRA funds, the State of lowa may withhold or suspend, in whole or in part,
funds awarded under the program, or recover misspent funds following an audit. This
provision is in addition to all other remedies available to the State of lowa under all
applicable state and federal laws.

SECTION 1i— GUIDANCE ON PROCUREMENT REQUIREMENTS

This Section provides guidance to state agencies on Compliance and Contract Management in
connection with funds made available under the ARRA. As used in this Section, “Recipient”
refers to the recipient of ARRA funds from the State of lowa {i.e. the contractor or grantee).

Procurement Guidelines and Procedures

The ARRA stipulates strict compliance to rules of fairness and transparency throughout the
procurement process. For all ARRA funds utilized by a governmental entity using state-
negotiated contracts the public procurement of goods and services must be in compliance with
the procurement policies of the Department of Administrative Services (DAS) which may be
found at hitp://das.gse.iowa.gov/procurement/recovery funds.htmi

2.1—General Planning and Process

In addition to any applicable state or federal procurement requirements, state agencies
and Recipients, to the maximum extent possible, shall award any contracts funded, in
whole or in part, with ARRA funds with the foilowing provisions:

1. Fixed-price contracts whenever possible. Fixed price contracts can accommodate
market fluctuations when appropriate, when tied to economic index price adjustments.

2. State agencies and sub-recipients of ARRA funds shall use ARRA funds in a manner that
maximizes job creation and economic growth,

3. Competitive bidding with fair and open competition. Agencies are expected to follow
the same laws, principles, policy, and procedures in awarding ARRA contracts as they do
in awarding with other funds {See IA Code 8A.311(1a), 73.1-73.11, 218.52):

4. Contract terms should address the failure to complete the project, meet milestones or
deliver the deliverables.

5. If applicable, terms should include special Buy American requirements (see Division A,
Title XVI, Section 1605 of the ARRA}.

6. Bid documents and resulting contracts should include the special ARRA contract terms
and conditions. See Section 1 above.

7. Requirements should assure that all sub-recipients of ARRA funds can report essential
information as may be required under the ARRA.
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2.2—Determination of Responsibility

The award of a contract based solely on lowest evaluated price can produce a false
economy, thus increasing performance, cost, and risk. The general standards for
responsibility include that the prospective contractor have all of the following:

1. Adequate financial resources to perform the contract or the ability to obtain them.

2. The ability to comply with the required or proposed delivery or performance schedule,
taking into consideration all existing commercial and governmental business
commitments.

3. A satisfactory record of past performance, integrity, and business ethics.

4. The necessary organization, experience, accounting and operational controls, and
technical skills, or the ability to obtain them.

5. The necessary production, construction, and technical equipment and facilities, or the
ability to obtain them.

2.3—Risk Considerations

Risk identification and mitigation is a critical component to the contract process. For
complete details of the ‘Governance, Risk Management and Program integrity’
requirements, see the Federal Office of Management & Budget guidance letter of April
3, 2009 (M-09-15), Section 3 and Appendix 4. We encourage you to read the entire
context of those sections to learn how to better identify and mitigate risks associated
with grant funds. The following acquisition process questions should prove helpful.

1. Do new Requests for Proposals issued under Recovery Act initiatives contain the
necessary language to satisfy the requirements of the Recovery Act?

2. Are contracts awarded in a prompt, fair, and reasonable manner?

3. Do new contracts using Recovery Act funds have the specific terms required?

4. Are contracts awarded using Recovery Act funds transparent to the public? Are the
public benefits of the funds used under these contracts reported clearly, accurately and
in a timely manner?

5. Are funds used for authorized purposes and the potential for fraud, waste, error, and
abuse minimized and/or mitigated?

6. Do projects funded under the Recovery Act avoid unnecessary delays and cost
overruns?

7. Are there any performance issues identified with regard to (potential) contractor? Are
there follow up actions to address the performance issues?

2.4—Internet Sites

The following links may be helpful to your staff:

The fastest and easiest way to obtain copies of GAO documents at no cost is tﬁrough
GAO’s Web site {www.gzo.gov ). Each weekday afternoon, GAO posts on its Web site
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newly released reports, testimony, and correspondence. To have GAQ e-mail you a list
of newly posted products, go to wwiw.gao.gov_and select “E-mail Updates.”

DAS ARRA guidelines - http://das.gse.lowa gov/procurement/recovery funds.himl

Federal Recovery site - hitp://www recovery.gov/

NASPO Recovery site - hitp://www.naspo.org/content.cfm/id/stimulus

Council of State Governments ARRA Web site - http://www staterecovery.org/

The American Recovery and Reinvestment Act -
hitp://www.recovery.gov/a=content/act

OMB Guidance Memo {2/18/2009}-
http://www.naspe.org/docurments/initial_omb guidance 050218.0df

OMB Guidance Memo (04/03/2009}):
htto://www.whitehouse gov/omb/assets/memaoranda fy2009/m0%-15.pdf

Access to the Federal Register — http://www.gpoaccess.gov/fr/

SECTION Hll— ACCOUNTING AND FINANCIAL REPORTING GUIDELINES

To assist in tracking ARRA funds separate from non-ARRA funds, the following steps will be
taken:

3.1—General Coding Requirements

All transactions involving ARRA funds must include a Program Code as part of the
accounting string.

3.2—Department Program Code Creation and Submission

Departments will submit requests to create Program Codes to the Department of
Administrative Services- State Accounting Enterprise — /3 Team. Departments will
determine the name of their Program Codes. Requests will be submitted on the
prescribed form that was created for this specific purpose. Departments who routinely
use Program Codes {pre-ARRA) will establish the Major Program and Program Period to
be associated with each Program Code. For departments who have not previously
utilized Program Codes, the 1/3 Team will establish the appropriate Major Program and
Program Period for the Program Code if requested.
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3.3—Program Specific Information Needed for Reconciliation Purposes

For each ARRA program, departments will submit brief write-ups of how the programs
will receive revenues and make expenditures. These write-ups will be used by the
Department of Administrative Services- State Accounting Enterprise to reconcile
revenues and expenditures for each program and also to explain any differences.

3.4—Administrative Program Code Process Set-Up

in addition to assisting departments with setting up Program Codes, the |/3 Team will
also establish the necessary Program Code roll-ups for reporting purposes. The roll-ups
are as follows:
e Program Category = ARRA
e Program Class = the Federal department who awarded the funds. Thisisa four
digit number that is equal to two zeros, plus the first 2 digits of the award’'s CFDA
number
e Program Group = the Program. This is a four digit number that is equal to a zero,
plus the last 3 digits of the award’s CFDA number.

This additional set-up is necessary for centralized reporting to lowa’s ARRA website:
WWW,Fecovery.iowa.gov .

3.5--Departments Receiving ARRA Funds from anather Department

If a department receives ARRA funds from another department, in a sub-recipient
relationship, these sub-recipient funds are also required to include Program Codes in
the accounting string. The funds must be transferred on an IET document using transfer
revenue codes {class 204) and transfer expenditure codes (class 407).

3.6—Federal Reporting

On April 1, 2009, the Office of Management and Budget (OMB) issued federal reporting
guidance related to ARRA revenue. The guidance contains standard data elements that
departments will be respansible for in order to comply with the reporting requirements
under section 1512 if the American Recover and Reinvestment Act of 2009 {Public Law
111-5).

The data elements are listed in detail within the Federal Register, Volume 74, Number
61. A copy of those reporting data elements can be found at:
htto://www.fia.dot.eov/documents/040409 OMB_Cmt Reguest 1512 data specs(1).pdf

Transactions recorded in I/3 Financial will be centrally reported to the State of lowa's
web site (recovery.iowa.gov) by DAS-SAE. State agencies who receive ARRA monies that
are not recorded in I/3 Financial are also required to report ARRA activity. The process
for doing this is yet to be determined.
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3,7-Contact Information

Direct questions regarding Section 3 to Jay Cleveland (jay.cleveland@iowa.gov or (515}
281-3725).

SECTION IV— STATE FISCAL STABILIZATION GOVERNMENT SERVICES FUND
GUIDELINES

The ARRA Stabilization program is a new, one-time appropriation of approximately $48.6 billion
that the U.S. Department of Education awarded to states to help stabilize State and local
budgets in order to minimize and avoid reductions in education and other essential services. In
exchange, the State commits to advancing education reform.

There are two components to the Stabilization program, 1) Education Stabilization Fund (CFDA
No. 84.394) and 2) Government Services Fund (CFDA No. 84.397). Guidance provided in this
document pertains specifically to use of the Governmenit Services Fund. More detailed
guidance related to both funds is availabie at
hitp://www.ed.gov/programs/statestabifization/applicant.himi

4.1-Allowable Uses of State Government Services Fund

Section 14002(b) of the ARRA authorizes a State to use its Government Services funds
for “public safety and other government services.” The scope of allowable activities
must be determined on the basis of State law, subject to applicable requirements in the
ARRA and other Federal laws, including the limited restrictions in the ARRA on the uses
of funds. A State should expend funds from its Government Services fund allocation in a
manner that will:

s help create jobs,

¢ reduce unemployment (retain jobs),
stabilize and improve the State’s economy,
e and avertf the need to raise taxes.

The primary purpose of the General Services funds appropriated by the lowa Legislature
is to retain jobs and staffing levels.

Operational Costs ~ Governor Culver’s first priority is to retain jobs. Funds appropriated
for operations shall first be used for retaining staffing levels.

Education — The funds appropriated for higher education shall be used to limit the
increase of tuition and fees.
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Health and Human Services — The funds appropriated to the Health and Human Service
areas shall be used for the purposes listed below:

elderly weliness

community capacity

resource management in the areas of greatest need

costs associated with the volunteer health care provider program

the medical assistance program for rebasing of nursing facility reimbursement
and for interpreter services

to provide coverage to children under the medical assistance and hawk-i
programs and for supplemental dental services under the hawk-i program

for the property tax relief fund to supplement the medical assistance program
for the risk pool created in the property tax relief fund

to fund a demonstration project providing health care coverage premium
assistance for direct care workers

o retain jobs in field operations

for child and family services including the funding of shelter care

Department of Transportation — The funds appropriated to the lowa Department of
Transportation shall be used for job creation regarding construction, reconstruction,
repair and maintenance of city roads and secondary roads for the 1-JOBS program.

If you have questions, please contact your Fiscal Policy Analyst.

4.2—Statutory Limitations on the Uses of the Government Services Funds

A state is prohibited from using Government Services funds for:

Casinos and other gaming establishments, aquariums, zoos, golf courses, or
swimming pools {Section 1604 of the ARRA);

Maintenance of systems, equipment, or facilities,

Construction, modernization, renovation, or repair of stadiums or other facilities
primarily used for athletic contests or exhibitions or other events for which
admission is charged to the general public; or

Construction, modernization, renovation, or repair of facilities —

(a) used for sectarian instruction or religious worship; or

(b} in which a substantial portion of the functions of the facilities are subsumed
in a religious mission. {See generally Section 14004{c) of the ARRA.)

Paying down of past debt. Although payment of public debt obligations is a
necessary government expenditure, the paying down of past debt or the paying
of interest or other obligations on past debt does not constitute the use of funds
for “government services” under the plain meaning of those words in the ARRA,
For example, a State may not use its Government Services Fund allocation to pay
debt obligations arising from State-issued bonds or relating to the under-funding
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of the State’s Unemployment Compensation Trust Fund or of its pension fund for
State employees.

e Supplement or restore the State’s “rainy day” fund. The State’s transfer of
Government Services funds to a “rainy day” fund would not constitute an
“obligation” of the funds. The State must actually obligate the funds to specific
allowable uses during the period of fund availability.

4.3—Government Services Funds Obligation Timeframe

The Government Services funds are available for obligation through September 30,
2013. The regulation at 34 C.F.R. 76.707 offers guidance on when an obligation occurs
for various kinds of activities.

SECTION V-— STATE OF IOWA ARRA DATABASE REPORTING

5.1—Database Purpose

The Department of Management has created a database that facilitates reporting ARRA
information to the general public via the lowa Economic Recovery website. It helps
communicate how ARRA funds will be utilized in lowa and by whom, and how much
lowa estimates we will receive, and has been awarded, drawn down, and spent. Data
collected will also facilitate communicating how funds are and will be distributed across
the state, and the impact those funds have had.

5.2—Department Users

All departments receiving ARRA funding are expected to have one staff person, and a
backup, assigned to update information entered into the database.

5.3—Administrative Program Codes

Departments should notify the Department of Management when new program codes
have been created by Department of Administrative Services — State Accounting
Enterprise —1/3 Team (see Section 3). Departments should highlight program codes
created, department number they are created within, and which state program, project
or service entered into the Department of Management’s database they should be
associated with. Program codes may only be associated with one program, project or
service. However, a program, project or service may have multiple program codes.

5.4—Use of Program/Technical Jargon and Acronyms

Departments should use jargon and acronyms very sparingly, if at all, in narrative
entered into the database. The database entries are being used to present information
to the general public, and should be written in such a way the public can easily
understand.
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5.5—State Programs, Projects and Services

Departments should update and revise state programs, projects and services listed in
the database for which they are the primary recipient. Such updates/revisions include
revising estimates of ARRA funding to be received (i.e. changes based on new
information, such as demand changes that will effect total funding received), indicating
when grant applications have been denied (specifically with competitive project
submittals), and ensuring state programs, projects, and services are appropriately
disaggregated so they may be easily coded to North American Industry Classification
System codes {for infrastructure projects) and National Center for Charitable Statistics
codes (for other programs, projects and services) per OMB guidance.

5.6—~Federal Grants Awarded

Departments should indicate when federal grants have been awarded. Awards are
when states have been given formal authorization to draw down and spend federal
grant money. Information needed includes: grant/award number, CFDA number, award
amount, award start date, award end date, and state programs, projects or services
outlined in the database the grant award is associated with.

5.7—State Agency Actions

Departments should continually update actions being taken relative to ARRA funding
opportunities. Actions entered into the database should highlight key milestones and
major actions associated with ARRA related grants, such as submittal of a grant
application, updating a required plan, revising/drafting state administrative code,
offering public education webinars/forums, holding bid lettings or issuing RFPs, etc.
Actions listed should be specific and highlight who is responsible (organizational unit
responsible), planned start date, and planned completion date. Departments shouid
also update actions to indicate that they have been completed, as well as outline
specific results that were achieved in relation to the action taken. Ali actions must be
associated with a specific federal funding program.

5.8—Barriers/lIssues
Departments should continue to highlight barriers/issues as they are encountered, and
continually review the list currently in the database to indicate if barriers/issues
previously identified have been resolved.

5.9—Collaboration Opportunities

Departments should highlight new collaboration opportunities as they are identified.

5.10—Sub-recipients/Geographic Distribution of Funding

Departments should work with the Department of Management and the Department of
Administrative Services — information Technology Enterprise to facllitate providing -
lowans with a better understanding of where projects are being implemented, where
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ARRA funding is being spent, where sub-recipients are located, and what the impact the
funding has had in lowa.

5.11~-Contact Information

Direct questions regarding Section 5 to Scott Vander Hart (scott.vanderhart@iowa.gov
or {515)281-6536).

SECTION VI—STATE OF IOWA ACCOUNTABILITY AND TRANSPARENCY BOARD

6.1—Governor's Executive Order Creating the Board

As part of the Culver-Judge Administration’s commitment to meeting all requirements
of the ARRA and to keeping lowans informed about how the ARRA funds are being used
to improve lowa’s economy, Governer Culver signed Executive Order #12 on April 14,
2009 creating the Accountability and Transparency Board. The Board will ensure lowa
meets or exceeds the accountability and transparency requirement of the ARRA and will
make recommendations to the Governor as needed. A copy of the Executive Order can
be found at hitp://www.lowa.gov/recovery/ExecutiveQrderl2 .

6.2—Duties of the Board

Specific duties of the Accountability and Transparency Board include but are not limited
to:

s Assessing existing practices to prevent waste, fraud and abuse and to provide
recommendations regarding opportunities to strengthen those practices.

e Coordinating with the Department of Management to provide input and
information for the website www.recovery.jowa.gov which will list projects and
programs financed by ARRA funds, contract awards and the number of jobs
created or preserved by these programs.

« Overseeing on-time audits and reporting to determine whether wasteful
spending, ineffective management or other abuses are oceurring.

e Reporting suspected incidents of waste, fraud or abuse to the Office of the
Governor.

e Overseeing the web-based ARRA transparency “dashboard”.

e Monitoring agency ARRA fund spending to ensure that iowa continues to meet
or exceed the accountability and transparency requirements of ARRA.

6.3—Agency Responsibilities as Related to the Board

Agencies will be expected to:
e Adhere to requests from the Board to participate in assessments or audits of
existing practices as related to use of ARRA funds.

e implement Board recommendations to prevent waste, fraud, and abuse of
federa! funds in state government.
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e Submit “dashboard” results to the Board to be posted on the State of lowa
recovery website, www.recovery.iowa.gov .
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lowa Accountability and Transparency Board

Action Plan

Responsibilities as described in EO12

1. Assess existing practices to prevent waste, fraud and abuse and to provide recommendations
regarding opportunities to strengthen those practices.

2. Coordinate with the Department of Management to provide input and information for the
website recovery.iowa.gov, which will list projects and programs financed by ARRA funds,
contract awards and the number of jobs created or preserved by these programs.,

3, Oversee on-time audits and reporting to determine whether wasteful spending, ineffective
management or other abuses are occurring. '

4. Report suspected incidents of waste, fraud or abuse to the Office of the Governor.

Qversee the web-based ARRA transparency “dashboard”.

6. Monitor agency ARRA fund spending to ensure that lowa continues to meet or exceed the
accountability and transparency requirements of ARRA.

v

Action Plan for Implementing Board Responsibilities
Discussion and action item for 6/23 meeting:

Step 1) Internal Control Evaluation: Examine/assess and report on existing state practices that
prevent waste, fraud and abuse of federal funds in state government

o Develop an implementation plan/timeline and risk profile survey
o Assess initial risk:
o Review AOS Single Audit Report and Agency Report of Recommendations for all
agencies receiving ARRA funds to identify weaknesses/risks
o Implement and review risk profile survey {use survey tool)
o Determine risk levels
o Create report of recommendations

Discussion and action items for future meetings:
Step 2) Establish on-time audit process based on possible risk level (i.e. high, medium, low}

Step 3) Determine where additional oversight may be needed on an on-going basis and
establish monitoring plan

Step 4) Confirm what is to be reported on dashboard






lowa Accountability and Transparency Board
Don Timmins, Chair
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Voting Members

e Governor Chet Culver (Designee: Jon Murphy)

« State Treasurer Mike Fitzgerald (Designee: Steve Larson)

e State Auditor David Vaudt (Designee: Warren Jenkins)

e Don Timmins — Public Member

e Subhash Sahai — Public Member

¢ State Rep. Clarence Hoffman — Public Member

« County Supervisor (Polk) Angela Connolly - Coun’ty Member
s Lorie Bennett — City Member

e Denise Bulat — Council of Government (COG) Member

Non-Voting Members

o Teresa Hay McMahon — lowa Department of Management Designee
¢ State Rep. Andrew Wenthe — House Democratic Caucus

« State Rep. Scott Raecker — House Republican Caucus

» State Senator Bob Dvorsky — Senate Democractic Caucus

» State Senator Steve Kettering — Senate Republican Caucus
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Appendix VII: Iowa

Overview

The following summarizes GAQ’s work on the second of its bimonthly
reviews of American Recovery and Reinvestment Act (Recovery Act)’
spending in Iowa. The full report covering all of our work, which includes
16 states and the District of Columbia, is available at

hitp:/iwww.gao. govirecovery/.

Use of funds: Our work in Iowa focused on eight federal programs,
selected primarily because they have begun disbursing funds to the state.
These include existing programs receiving significant amounts of
Recovery Act funds or significant increases in funding. Program funds are
being used to help Iowa stabilize its budget and support local
governments, particularly school districts, and several are being used to
expand existing programs. Funds from some of these programs are
intended for disbursement through the state or directly to localities. The
funds include the following:

s  Funds made available as a result of increased Medicaid Federal
Medical Assistance Percentage (FMAP).” As of June 29, 2009, Iowa
has received aboui $136 million in increased FMAP grant awards, of
which it has drawn down almost $127 million, or over 93 percent. As a
result, lowa is using funds to offset the state budget deficit, cover the
state’s increased Medicaid caseload, and maintain current populations
and benefits, and it is planning to use these funds to expand Medicaid
eligibility.

» Highway Infrastructure Investment funds. On March 2, 2009, the
U.S. Department of Transportation’s Federal Highway Administration
(FHWA) apportioned almost $358 million in Recovery Act funds to
lowa. As of June 25, 2009, $319 million has been obligated for 165
highway projects.

« U.S. Department of Education State Fiscal Stabilization Fund
(SFSF). lowa was allocated about $472 million in SFSF funds, of
which $386 million is for education siabilization. As of June 30, 2009,
the lowa Department of Education had disbursed $40 million of these
funds to school districts. The lowa Department of Education plans to

"Pub. L. No. 111-5, 123 Stat. 115 (Feb. 17, 2009),

? The increased FMAP available under the Recovery Act is for state expenditures for
Medicaid services. The receipt of this increased FMAP may reduce the funds that states
would otherwige have to use for their Medicaid programs, and states have reported using
these available funds for a variety of purposes.
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use these funds to maintain spending for higher education at fiscal
year 2009 Jevels for fiscal year 2010 and for previously approved
increases for grades K-12 for fiscal year 2010, with remaining funds to
be used in fiscal year 2011.

+ Title I, Part A, of the Elementary and Secondary Education Act
of 1965 (ESEA). As of June 30, 2009, lowa received about $26 million
in Recovery Act ESEA Title I, Part A, funds, or one-half of its estimated
$51 million total allocation and had disbursed about $8 million of these
funds to school districts, The lowa Department of Education has
provided guidance to school districts regarding uses and reporting of
these funds to develop a capacity to serve disadvantaged youth by, for
example, providing professional development to teachers.

« Individuals with Disabilities Eduncation Act (IDEA), Part B. As
of June 30, 2009, lowa was allocated about $63 million in Recovery Act
IDEA, Part B funds, or one-half of its estimated $126 million total
allocation and the lowa Department of Education had disbursed about
$25 million of these funds to school districts and area education
agencies. These funds will be used to support special education and
related services for children and youth with disabilities. For example,
one lowa area education agency plans to use IDEA, Part B funds to
hire speech pathologists and purchase hearing evaluation equipment.

« Weatherization Assistance Program. The U.S. Department of
Energy (DOE) allocated almost $81 million in Recovery Act
weatherization funding to Towa for 3 years. In March 2008, DOE
provided about $8.1 million to Iowa, and as of June 30, 2009, lowa’s
Department of Human Rights, Division of Community Action Agencies
obligated at least $5 million for “ramp up” activities. lowa plans to
weatherize about 7,200 homes by, for example, installing insulation,
sealing leaks around doors and windows, and modernizing heating and
air equipment.

+ Edward Byrne Memorial Justice Assistance Grants (JAG). The
Department of Justice’s Bureau of Justice Assistance (BJA) has
awarded about $12 million directly to fowa in Recovery Act funding.
Based on information available as of June 30, 2009, none of these funds
have been obligated by the Office of Drug Control Policy, which
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administers these grants for the state.® Iowa’s Office of Drug Control
Policy plans to provide grant funds, on a competitive basis, to local
and state units of government and nonprofit organizations to address
priorities set forth in Iowa’s Drug Control Strategy. The focus will be
on creating and preserving jobs in such areas as law enforcement,
correctional and substance abuse treatment, and prevention services.

¢ Public Housing Capital Fund. The U.S. Department of Housing and
Urban Development (HUD) has allocated almost $8 million in
Recovery Act funding to 48 public housing agencies in lowa, Based on
information available as of June 20, 2009, approximately $1.6 million
(or 22 percent) has been obligated by those agencies. Projects
undertaken by local public housing authorities and funded by the
Recovery Act involve a variety of tasks, such as reroofing buildings;
replacing plumbing and air-conditioning systems; installing new carpet,
countertops, and appliances in individual units; and repairing concrete
on sidewalks and in parking lots.

Safeguarding and transparency: lowa will use existing, as well as
enhanced, safeguards and controls for Recovery Act programs and is
considering ways to show Recovery Act spending by localities, For
example, state accounting officials have developed unique accounting
codes to track Recovery Act funds and have entered into cooperative
agreements with other state agencies to document each agency’s
responsibility to review expenditures for compliance with laws and
regulations and ensure that expenditures are supported by appropriate
documentation. However, a few agencies do not report fransactions
through the state system. For example, Recovery Act funds that the lowa
Department of Transportation and Board of Regents receive are not
itemized at the same level of detail as other state agencies. Furthermore,
the centralized accounting system does not include some Recovery Act
funds that the Iowa Finance Authority and the Department of Natural
Resources receive directly. The lowa state accounting system does not
account for Recovery Act funds that cities, counties, and local
governments receive directly. State accounting officials told us they are
working with all of these entities to establish procedures for financial
oversight.

*Woe did not review Edward Byrne Memorial Justice Assistance grants awarded directly to
local governments in this report because BJA's solicitation for local governments closed on
June 17, 2009; therefore, not all of these funds have been awarded,
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Other mechanisms in the state to monitor the expenditure of Recovery Act
funds include the Office of the State Auditor, which audits state and local
entities, and the Governor’s newly created lowa Accountability and
Transparency Board (Towa Board), which will assess existing practices to
prevent fraud, waste, and abuse, as well as oversee real-time audits and
reporting and make recommendations to ensure that best practices are
implemented, The Iowa Board plans to assess and report on existing state
practices to prevent waste, fraud, and abuse of Recovery Act funds by (1)
reviewing Single Audit reports for all state agencies, (2) implementing and
reviewing risk profile surveys for all agencies, and (3) determining risk
levels for individual agencies.

Assessing the effects of spending: While Iowa state agencies await
federal guidance on how to assess the results of Recovery Act spending,
most agencies continue to consider various approaches to measure
oulcomes. Some state agencies collect data that may be used to identify
the number of jobs created and saved from the use of Recovery Act funds,
such as tracking worker hours for construction contracts. Other agencies

"have developed their own methodologies to measure results, such as
tracking lease rates for vacant units following renovations that use
Recovery Act funds. Some agencies said they have the accounting systems
in place to measure outcomes. Although they are not required to report
through the state, some local agencies also have plans to track results of
Recovery Act spending. However, in the absence of specific guidance,
most state agency officials continue to question how to accurately
calculate and report results based on Recovery Act funds, including how
to track outcomes separately from other recovery initiatives. For example,
Towa's Infrastructure Investment Initiative, or [.JOBS, will provide funding
for a variety of infrastructure programs, in addition to funding provided by
the Recovery Act.
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Towa is using approximately $710.3 million in Recovery Act funding to help
balance its budget for fiscal years 2009 and 2010." Iowa’s governor and
General Assembly have statutory responsibility to use the expenditure
Jimitation in the preparation and approval of the state budget.® The
expenditure limitation is based on the revenue estimates agreed to by
lowa's Revenue Estimating Conference—a conference of the governor or a
designee, the director of the Legislative Services Agency or a designee, and
a third member agreed to by the other two—that convenes quarterly to
prepare the state’s estimates of tax-receipt revenues for use in preparing
the annual budget. In December 2008, based on declining revenue
estimates, the Governor directed an across-the-board 1.5 percent
reduction in the state’s General Fund appropriations. In March 2009,
Towa’s Revenue Estimating Conference reduced its projection of available
General Fund revenues by $81.7 million in fiscal year 2009 and by $269.9
million in fiscal year 2010-—resulting in a projected shortfall of $66.6
million for fiscal year 2009. In response to this projection, the Governor
proposed a revised budget for fiscal year 2010 of $5.9 billion for the state’s
General Fund, representing a 7.9 percent reduction for many state
programs. The General Assembly finalized a state budget on April 26, 2008,
and the Governor signed the last fiscal year 2010 appropriations bills into
law on May 26, 2009.

Another $166.2 million in Recovery Act funding allowed state agencies to
avoid program cuts as well as mandatory layoffs and furloughs in 2009.
For instance, according to senior state budget officials, lowa will use its
increased FMAP funding to maintain Medicaid services. Before receiving
the additional Medicaid funding the Recovery Act provided, the state was
considering reducing services, decreasing eligibility requirements,
reducing waiver services, or funding the shortfall with state
appropriations. Nevertheless, some state agencies are taking additional
measures to diminish the severity of budget shortfalls, such as considering
furloughs, not filling vacant positions, and limiting out-of-state travel.

Currently, the fiscal year 2010 General Fund budget is balanced, and there
is no projected budget shortfall. lowa plans to use approximately $544.1
million in Recovery Act funding primarily to maintain funding levels for
existing education and health care programs. According to a state budget
official, the fiscal year 2010 budget includes SFSF funds that will be used

“Towa’s fiscal year begins July I and ends June 30.

*lowa Code § 8.54(4).
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to avoid laying off teachers, among other purposes. In addition, state
officials plan to transfer $145.3 million from the state’s Cash Reserve Fund
to the General Fund.® State officials will consider any necessary actions to
balance the fiscal year 2010 budget in October 2009, when the Revenue
Estimating Conference again assesses state revenue projections. If
necessary, the Governor would adjust his fiscal year 2010 budget proposal
and impose mandatory cuts for fiscal year 2010 similar to those instituted
for fiscal year 2009. According to budget officials, some agencies may need
to take actions such as imposing furloughs and reducing hours and
services to avoid potential shortfalls for fiscal year 2010.

In anticipation of fiscal year 2011, when Recovery Act funding phases out,
Towa’s Department of Management plans to begin developing a budget
strategy when the Revenue Estimating Conference meets in October to
revise revenue estimates and make projections for fiscal year 2011. Unti
then, state budget officials reported that they have limited ability to plan
for the phasing out of Recovery funds because the state only has revenue
proiections for fiscal year 2010, and state law does not provide a
mechanism for estimating revenue for fiscal year 2011 until the end of
fiscal year 2009. Nevertheless, state agencies have been encouraged to
develop individual budget contingency plans.

To supplement Recovery Act funds, on May 26, 2009, lowa's Governor
signed the final appropriations bills for I-JOBS. The program provides $295
million for disaster recovery and rebuilding programs, $300 million for
infrastructure projects, $115 million for transportation projects, and $120
million for a variety of other infrastructure programs. The Governor
appointed an I-JOBS Board to oversee the distribution of grants for a
portion of the $830 million program in the suramer of 2009. lowa will also
sell $591 million of special obligation revenue bonds in July 2009. The
fiscal year 2010 budget includes direct appropriations from lowa's
“Rebuild fowa Infrastructure Fund"—ihe state's primary funding source
for public infrastructure-related expenditures. ‘

STowa has two budget reserve funds, the Cash Reserve Fund and the Economic Emergency
Fund. The balance in the General Fund at year-end must be used to replenish both of these
funds. The Cash Reserve Fund is limited to 7.5 percent of state General Fund revenues and
the Economic Emergency Fund is limited to 2.5 percent. The Cash Reserve Fund limit must
be reached prior to depositing funds in the Economic Emergency Fund. Once these funds
are full, any remaining funds are avaliable for authorization in the next fiscal year,
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v U.S. Department of Health and Human Services—Medicaid FMAY

. From October 2007 to May 2009, the state’s Medicaid enrollment
grew from 356,760 to 410,857, an increase of 15 percent.

« Iowareceived increased FMAP grant awards of $136 million for
the first 3 quarters of federal fiscal year 2000,

«  As of June 29, 2009, Iowa had drawn down almost $127 million in
increased FMAP grant awards, which is over 93 percent of its
awards to date.

Medicaid is a joint federal-state program that finances health care for
certain categories of low-income individuals, including children, families,
persons with disabilities, and persons who are elderly. The federal
government matches state spending for Medicaid services according to a
formula based on each state’s per capita income in relation to the national
average per capita income. The rate at which states are reimbursed for
Medicaid service expenditures is known as FMAP, which may range from
50 percent to no more than 83 percent. The Recovery Act provides eligible
states with an increased FMAP for 27 months from October 1, 2008,
through December 31, 2010.” On February 25, 2009, the Centers for
Medicare & Medicaid Services (CMS) made increased FMAP grant awards
to states, and states may retroactively claim reimbursement for
expenditures that occurred prior to the effective date of the Recovery
Act.?® Generally, for federal fiscal year 2009 through the first quarter of
federal fiscal year 2011, the increased FMAP, which is calculated on a
quarterly basis, provides for: (1) the maintenance of states’ prior year
FMAPs, (2) a general across-the-board increase of 6.2 percentage points in
states’ FMAPs, and (3) a further increase to the FMAPs for those states
that have a qualifying increase in unemployment rates. The increased
FMAP available under the Recovery Act is for state expenditures for
Medicaid services. However, the receipt of this increased FMAP may
reduce the funds that states would otherwise have to use for their
Medicaid programs, and states have reported using these available funds
for a variety of purposes.

"See Recovery Act, div. B, title V, §5001,
SAlthough the effective date of the Recovery Act was February 17, 2009, states generally

tnay clair reimbursement for the increased FMAF for Medicaid service expenditures made
on or after October 1, 2008,
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Increased FMAP Funds From October 2007 to May 2009, lowa’s Medicaid enrollment grew from
Are Allowing lowa's 356,760 to 410,857, an increase of 15 percent.” The enrollment increase
Planned Program was generally gradual during this period (fig. 1). Most of the increase in

enrollment was attributable to the population groups of (1) children and

Expansions in Medicaid to families and (2) non-disabled non-elderly adults.

Move Forward Despite
Enrollment Growth

|gure 1: Monthly Percentage Change in Medicaid ro men f , cber 2007 to May 2009

Percentage change Oct. 2007 enroliment; 356,760

4 May 2009 enroliment: 410,857
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Seurce: GAQ analysis of stale reported data,
Note: The state provided projected Medicaid enrciiment data for May 2008

As of June 29, 2009, lowa had drawn down abmost $127 million in
increased FMAP grant awards, which is over 93 percent of its awards to
date." lowa officials reported that they are using funds made available as a
result of the increased FMAP to offset the state budget deficit, to cover an
increased Medicaid caseload, and to maintain current Medicaid benefits
and populations. These officials further reported that they are planning to

*lowa provided projected Medicaid enrollment data for May 2009,

®lowa received increased FMAP grant awards of $136 million for the first three quarters of
federal fiscal year 2609,
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use these funds to expand eligibility pending CMS approval to do so.
Specifically, Medicaid officials indicated that the funds made available as a
result of the increased FMAP will allow the state to implement a Medicaid
and State Children's Health Insurance Program expansion for children in
families with incomes up to 300 percent of the federal poverty level, an
initiative that was previously enacted and scheduled as part of the state's
broader health reform objective.”

In using the increased FMAP, lowa officials reported that the Medicaid
program has incurred additional costs related to

 personnel needed to ensure compliance with reporting requirements
for the increased FMAP;

« the development of new or adjustments to existing reporting systems
or other information technology systems; and

+ personnel associated with routine administration of the state’s
Medicaid program.”

lowa Medicaid officials indicated that they did not have any concerns
regarding the state’s ability to maintain eligibility for the increased FMAP.
In addition, as we previously reported, lowa Medicaid officials indicated
that the state tracks the increased FMAP using existing systems.
According to Jowa officials, the Accountability and Transparency Board
will have oversight of all Recovery Act funds provided to state agencies—
including the Medicaid agency. The 2007 and 2008 Single Audits for lowa

Dhe state also reported a number of efforts to expand eligibility, For example, beginning
July 1, 2009, it wil extend Medicaid coverage to legal permanent resident alien children
under the age of 19 (who are currently subject to a 5-year waiting period for enroliment)
and will adopt presurnptive eligibility. The Balanced Budget Act of 1897 gives states the
option of allowing “quatified entities” to “presumptively” enroll children in Medicaid who
appear to be eligible based on their age and family income. Presumptive eligibility is a
process that provides immediate access to health care services for a limited period of time
for chitdren who appear to qualify for Medicaid while eligibility is being determined.

L their technical comments to us, state officials said that the state dedicated staff time to
these Tunctions but had not outlaid additional dollars to perform these functions. The state
absorbed the additional work within existing staff. The state did not provide additional
personnel or funds for system changes to accommodate the increased FMAP.
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Transportation Has
Awarded Contracts
for and Begun Work
on Highway Projects

identified no material weaknesses related to the data systems or other
aspects of the Medicaid program. *

v 1.8, Department of Transportation—Highway Infrastruciure
Investment

+  On March 2, 2000, the U.S. Department of Transportation
apportioned about $358 million to lowa for highway
infrastructure investment.

- Asof June 25, 2009, funds have been obligated for 165 projects
valued at about $319 million, or 89 percent of Recovery Act funds
apportioned.

«  Coniracts have been awarded for projects that could be initiated
and completed quickly and are located in economically
distressed areas.

The Recovery Act provides funding to the states to restore, repair, and
construct highways and other activities allowed under the Federal-Aid
Highway Surface Transportation Program, and for other eligible surface
transportation projects. The act requires that 30 percent of these funds be
suballocated for projects in metropolitan and other areas of the state.
Highway funds are apportioned to the states through existing federal-aid
highway program mechanisms, and states must follow the requirements of
the existing program, such as planning, environmental review, and
contracting. However, the federal fund share of highway infrastructure
investiment projects under the Recovery Act is up to 100 percent, while the
federal share under the existing federal-aid highway program is generally
80 percent.

As we reported in April 2009, lowa was apportioned-$357.7 million for
highway infrastructure and other eligible projects. As of June 25, 2009,
$319 million has been obligated for 165 highway projects. The U.S.
Departrent of Transportation has interpreted the term “obligation of
funds” to mean the federal government’s contractual commitment to pay

*The Single Audit Act of 1984, as amended (31 U.S.C. ch. 75}, requires that each state, locat
government, or nonprofit organization that expends $500,000 or more a year in federal
gwards must have a single audit conducted for that year subject to applicable
requirements, which are generally set out in Office of Management and Budget (OMB)
Circular No. A-133, Audits of States, Local Governments and Non-Profit Organizations
{June 27, 2003). If an entity expends federal awards under only one federal program, the .
entity may elect to have an audit of that program.
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for the federal share of the project. This commitment occurs at the time
the federal government signs a project agreement. As of June 25, 2009,
$26.2 million has been reimbursed by the FHWA. States request
reimbursement as they make payments to contractors working on
approved projects.

For the most part, Jowa is initiating pavement improvement projects that
 were already in its state transportation improvement plans prior to the
passage of the Recovery Act because, according to state transportation
officials, these projects can be done quickly and create jobs immediately.
Table 1 shows these obligations by project type for the state’s Recovery
Act transportation projects. According to FHWA officials, most
contractors will have started work by July 2009. According to FEEWA data,
more than 85 percent, of Recovery Act funds that had been obligated as of
June 25, 2009, were for pavement improvement projects.

a_ble 1: Highway Obligations for lowa by Project Type as of June

Doliars in mitlions

Pavement pfoiec‘ts Bridge pro}ecis
New Pavement Pavement New
construction  improvement  widening construction Replacement improvement Other" Total
$14 $281 $0 $0 $20 $1 $3  $319
Percent of total
obligations _ 4.5 88.1 ‘ 0.0 0.0 8.3 0.2 0.9 100.0

Source: GAD analysis of FHWA data.

“Includes safety projects such as improving safety at railroad grade crossings, transporiation
enhancement projects such as pedestrian and bloycle facilities, engineering, and right-of-way
purchases.

As of June 22, 2009, for those projects where funds have been obligated,
lowa Department of Transportation officials told us that 45 projects
representing $178 million had begun and that 127 projects, valued at $216
million, are expected to be completed by the end of December 2009.
According to Iowa transportation officials, state-administered highway
projects initiated under the Recovery Act are funded by Recovery Act
funds, while locally administered highway projects are funded using both
Recovery Act and local government, funds.

In May 2009, Jowa transportation officials told us that contracts for
Recovery Act projects are being awarded for Jess than estimated-—primary
projects were being awarded for about 5 percent to 7 percent under the
state’s estimate. lowa transportation officials said they believe that initial
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bids were lower than estimated costs because of the overall slowdown in
construction work and because it was the beginning of the construction
season. For example, March bids were lower than those offered in April
because contractors were eager for work. However, FHWA officials said
they expect bid prices to increase closer to estimated costs as summer
approaches and there is more work. State transportation officials said they
expect to use Jowa contractors, except for some projects, such as bridge
painting, that they cannot fill with prequalified lowa contactors. In
addition, they said that construction companies located in other states bid
on the lowa highway projects, particularly in locations near the state’s
horders.

Iowa Is Meeting Recovery
Act Requirements for
Highway Infrastructure
Spending

Funds apportioned for highway infrastructure spending must be used as
required by the Recovery Act. The Recovery Act includes a number of
specific requirements for highway infrastructure spending. First, the states
are required to ensure that 50 percent of apportioned Recovery Act funds
are obligated within 120 days of apportionment (before June 30, 2009) and
that the remaining apportioned funds are obligated within 1 year (by

'February 17, 2016), The 50 percent rule applies only to funds apportioned

to the state and not to the 30 percent of funds required by the Recovery
Act to be suballocated, primarily based on population, for metropolitan,
regional, and local use. The Secretary of Transportation is to withdraw and
redistribute to other states any amount that is not obligated within these
time frames. In complying with the requirement to obligate 50 percent of
apportioned Recovery Act funds before June 30, lowa selected “shovel-
ready” projects, such as bridge replacements and highway resurfacing,
which could be initiated and completed quickly. As of June 25, 2009, 89.3
percent of the $251 million that the FHWA has determined is subject to the
50 percent rule for the 120-day redistribution has been obligated. Some
projects, such as the resurfacing of Route B30 outside Mason City, took
precedence over other planned transportation projects because state and
local transportation officials looked to find projects to meet the Recovery
Act requirements. ' lowa officials estimate that all of its projects will be
completed within 3 years.

"ag a part of our work, we selected two projects for review—(1) a §1 million project,
funded with $850,000 of Recovery Act funds, near Mason City to resurface 4.5 miles of
Route B30, and (2) a $15 million project in Clarke County to restructure $.5 miles of
Interstate 35—one locally administered and one state-administered project each located in
an economically distressed area.
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Second, the Recovery Act requires states to give priority to projects that
can be completed within 3 years and to projects located in economically
distressed areas. Economically distressed areas are defined by the Public
Works and Economic Development Act of 1965, as amended. lowa
Department of Transportation officials stated that they gave priority to
awarding contracts for projects located in economically distressed areas.
As of June 22, 2009, the state reported to the FHHWA that 64 percent of
Recovery Act funds had been obligated for projects located in
economically distressed areas.” Specifically, $174 million had been
obligated for 57 projects in 31 of the 44 economically distressed counties
and $99 million had been obligated for 79 projects in other counties.

Third, the Recovery Act required the governor of each state to certify that
the state will Tnaintain the level of spending for the types of transportation
projects funded by the Recovery Act that it planned to spend the day the
Recovery Act was enacted. As part of this certification, the governor must
identify the amount of funds the state planned to expend from state
sources as of February 17, 2009, for the period beginning on that daie and
extending through September 30, 2010." In Iowa, the Governor certified
that the state would “maintain its efforts” for transportation programs
funded under the Recovery Act. However, lowa noted in its certification
that transportation spending would be influenced by the difference in the
definition of the word “expend” for different covered programs; the
uncertainty of the amount collected from state user fees to fund the
programs; and variables (such as weather) that may affect the state’s
timeline for spending Recovery Act transportation funds. On April 22,
2009, the U.S. Department of Transportation Secretary informed the states
that conditional certifications were not permitted, provided additional
guidance, and gave the states the option of amending their certifications
by May 22, 2009, States were told how to calculate their level of effort on
an expenditure basis (not an obligation basis) for the covered
transportation programs. Iowa resubmitted its certification on May 22,
stating that lowa will maintain its efforts for state funding for the types of

5 09f the 99 counties in Towa, 44 are characterized as economically distressed.

16G¢atas that are unabie to maintain their planned levels of effort will be prohibited from
benefiting from the redistzibution of obligation authority that will oceur after August 1 for
fiscal year 2011. As part of the federal-aid highway program, the FITWA assesses the ability
of states to have their apportioned funds obligated by the end of the federal fiscal year
(September 30) and adjusts the limitation on obligations for federal-aid highway and
highway safety construction programs by reducing for some states the availabie authority
to obligate funds and increasing the authority of other states.
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the First Round of
Education Funds, and
School Districts and
Area Education
Agencies Are
Developing Spending
Plans

projects funded under the Recovery Act. To calculate its maintenance of
effort, lowa projected cash flows based on historical data of
transportation expenditures. According to U.S. Department of
Transportation officials, the department is reviewing lowa's resubmitted
certification letter and has concluded that the form of the certification is
consistent with the additional guidance. The department is currently
evaluating whether the state’s method of calculating the amounts they
planned to expend for the covered programs is in compliance with U.S.
Department of Transportation guidance.

To monitor the appropriate use of Recovery Act funds to construct
highway projects as planned, an lowa transportation official said that the
department specifies detailed procedures for the administration and
inspection of work performed. According to officials, the department has
contract documents, specifications, special provisions, materials
certifications of various kinds, and several hundred construction
inspectors, materials inspectors, technicians, engineers, and project
auditors in place to review, measure, and accept contract work. Each item
of work includes a method of measurement and basis of payment, as well
as vartous associated construction and materials specifications.

v U.S. Department of Education—SFSF Education Stabilization
Funds and Formula Grants

«  The U.S. Department of Education allocated to lowa about $472
million in SFSF funds, of which about $386 million is for education
stabilization. As of June 30, 2009, the lowa Department. of
Education had disbursed $40 million in SFSF education
stabilization funds to school districts,

. The Jowa Department of Education was allocated about $51
million for ESEA Title I, and as of June 30, 2009, it had disbursed
about $8 million in Title [, Part A Recovery Act funds to school
districts. '

. The Iowa Department of Education was allocated about $126
million for IDEA, Part B. As of June 30, 2009, it had disbursed
abous $15 million in IDEA, Part B Recovery Act funds to schodl
districts, and about $11 million to area education agencies (AEA).

The Recovery Act provides approximately $5664.1 million in education
funds to Jowa through three Department of Education programs: (1} SFSF
education stabilization funds; (2) ESEA Title I, Part A; and (3) IDEA, Part
B. The lowa Department of Education disbursed the first of these funds in
June 2009 and plans to disburse the majority of the remaining funds in
fiscal year 2010. Specifically, in fiscal years 2009 and 2010, the lowa
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Department of Education plans to disburse most of the SFSF education
stabilization funds to school districts, more than 80 percent of ESEA Title
1, Part A funds to school districts, and 60 percent of IDEA, Part B funds to
school districts and AEAs.” Each of these progrars has its unique
characteristics and objectives:

. SFSF: The Recovery Act created the SFSF to be administered by the
U.S. Department of Education (Education). SFSF provides funds to
states to help avoid reductions in education and other essential public
services. The state must allocate 81.8 percent of its SFSF funds to
support education (education stabilization funds) and must use the
remaining 18.2 percent for public safety and other government
services, which may include education (government services funds).
To receive its initial award of SFSF funding, each state must submit an
application to Education that assures that the state will (1) meet
maintenance-of-effort requirements (or it will be able to comply with
waiver provisions) and (2) implement strategies to meet certain
educational requirements, including increasing teacher effectiveness,
addressing inequities in the distribution of highly qualified teachers,
and improving the guality of state academic standards and
assessments. Furthermore, the state's application must contain
baseline data that demonstrate the state’s current status in each of the
assurances. After maintaining support for education at fiscal year 2006
levels, the state must use education stabilization funds to restore state
funding to the greater of fiscal year 2008 or 2009 levels for state
support to school districts or public institutions of higher education,
When distributing these funds to school districts, the state must use its
primary education funding formula but can maintain discretion in how
funds are allocated to public institutions of higher education. In
general, school districts maintain broad discretion in how they can use
stabilization funds, but states have some ability to direct institutions of
higher education in how to use these funds. The lowa Department of
Education was allocated about $386.4 million in SFSF funds for
education stabilization. As of June 30, 2009, Iowa had received $316.5
raillion of its total $472.3 million SFSF allocation—#$258.9 million for
education stabilization and $57.6 million for government services. On
June 15, 2009, Iowa disbursed $40 million in SFSF education
stabilization funds to school districts.

Mowa's 10 regional AEAs, which were established by the lowa Legislature in 1974 to
provide equitable and economical educationa) opportunities for Jowa's children, parther
with public and some private schools to provide education and instructional support
services.
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lowa’s Department of Education plans to disburse SFSF education
stabilization funds in regular state aid payments to districts. The first
$40 million disbursement is intended to make up for a $40 million
reduction in fiscal year 2009 state education aid passed by the lowa
General Assembly in April 2009 because of a reduction in state
revenues. (In December 2008, the lowa state budget was reduced by
L5 percent, resulting in a $31.9 million reduction in funds to school
districts for the remainder of fiscal year 2009.) The lowa Department
of Education estimates disbursements to school districts in fiscal year
2010 will total about $217.7 million.

+ ESEA Title I, Part A: The Recovery Act provided $10 billion ini
additional funds to help school districts educate disadvantaged youth
under ESEA Title I, Part A. The Recovery Act requires these additional
funds to be distributed through states to school districts using existing
federal funding formulas. These formulas are based on factors such as
the concentration of students from families living in poverty. In using
the funds, school districts must comply with current statutory and
regulatory requirements and must obligate 85 percent of its 2009 funds
by September 30, 2010, unless granted a waiver, and all of these funds
by September 30, 2011. lowa’s Department of Education is advising
school districts to use the funds in ways that will build their long-term
capacity to serve disadvantaged youth by, for example, providing
professional development to teachers. Education allocated the first -
half of the states’ ESEA Title I, Part A funds on April 1, 2009. lowa was
allocated about $25.7 million, or one-half of its estimated $51.5 million
total allocation.

lowa’s Department of Education plans to disburse ESEA Title I, Part A
Recovery Act funds to school districts in six equal payments—one in
fiscal year 2009, four in fiscal year 2010, and one in fiscal year 2011. It
made its first disbursement of about $8 million in Title I funds to
school districts on June 2, 2009.

« IDEA, Part B: The Recovery Act provided supplemental funding for
programs authorized by IDEA, the major federal statute that supports
special education and related services for infants, toddlers, children,
and youth with disabilities. IDEA, Part B provides funding to ensure
preschool and school-aged children with disabilities have access to
free and appropriate public education. IDEA, Part B funds are
authorized to states through two grants-—Part B preschool age and
Part B school age. States were not required to submit an application to
Education to receive initial Recovery Act funding for IDEA, Part B
funds (50 percent of the total IDEA funding provided in the Recovery
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Act) but are required to use funds in accordance with IDEA statutory
and regulatory requirements. States will receive the remaining 50
percent by September 30, 2009, after submitting information to
Education addressing how they will meet Recovery Act accountability
and reporting requirements. Education allocated the first half of
states’ IDEA allocations on April 1, 2009, with Iowa receiving about
$63.1 million of its total allocation of about $126.2 million for IDEA,
Part B programs. The largest share of IDEA funding is for the Part B
school-aged program for children and youth. The state’s initial
allocation was about $2.1 million in Part B preschool grants and $61
million in Part B grants for school-aged children and youth.

Jowa’s Department of Education plans to disburse IDEA, Part B
Recovery Act funds to school districts and AEAs in five equal
payments—one in fiscal year 2009, two in fiscal year 2010, and two in
fiscal year 2011. The funds will be disbursed to the state’s 10 AEAs,
AEAs will retain 40 percent of IDEA, Part B funding for school-aged
children and pass through 60 percent of the funds to school districts.
AFAs will retain the entire portion of IDEA, Part B funding for
preschool children. The department estimated the total allocations
going to school districts and AEAs and made its first disbursement of
sbout $10.7 million to AEAs and about $14.5 million to school districts
on June 5, 2009.

School Districts and AEAs
Have Guidance on
Recovery Act Spending
and Are Developing Plans
for Recovery Act
Education Funds

As part of our work, we met with officials of three school districts and the
AEAs that support them: the Des Moines Independent Community School
District (representing a midsize city), and AEA 11; the Waterloo
Community School District (representing & small city) and AEA 7; and the
Ottumwa Cominunity School District (representing a remote town in a
rural area) and AEA 15. We chose these school districts on the basis of
their locale and on the number of schools in each district designated for
improvement under ESEA Title L.*® A school that does not meet
performance targets defined by the state for two consecutive years must
be identified for school improvement.

3The Des Moines Independent Cormunity School District, the largest school district in
Iowa, has approximately 32,000 students and 6 high schools (which includes ! ESEA Title |
school), 10 migdle schools (4 ESEA Title I), and 40 elementary schools (24 ESEA Title I).
The Ottumwa Commmunity School District, with approximately 4,500 students, has 2 high
schools, 1 middie school, and 8 elementary schools {5 ESEA Title I). The Waterloo
Community School District, with approximately 10,400 students, has 3 high schools, 4
middle schools (1 ESEA Title 1), and 12 elementary schools (10 ESEA Title I).
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able 2 Rs:\rryt Allocations and Disbursements to Three lowa School Districts and AEAs, fn‘e ,

Table 2 shows Recovery Act funds allocated and disbursed to each of the
three school districts and three ATAs we visited by program, according to
the lowa Department of Education.

Allocations and SFSF education
School district disbursements _ stabilization funds® ESEA Title |, Part A IDEA, Part B
Des Moines independent Allocated $16.9 56.4 $51
Community School District Disoursed 58 _ 11 10
Ottumwa Gommunity School | Aliocated 23 10 0.7
District Disbursed 0.4 0.2 0.1
Waterloo Community School _ Allocated 59 2.3 18
District Disbursed 1.0 0.4 04
AEA 11 Allocated ’ ° 13.6
Disbursed » ’ ‘ 2.7
AEA 15 Aliocated ° ’ 4.2
Disbursed ? B 0.8
AEAT Allocated v " 74
Disbursed ? ’ 1.4

Source: GAQ analysls of owa Depariment of Education data.

*aliocated funds for SFSF education stabilization are estimated and cover fiseal years 2008 through
2010 only, whereas ailocated funds for ESEA Title 1, Pan A and IDEA, Pant B are actual amounts for
fiscal years 2009 through 2011.

*AEAs do not receive SESF education stabilization or ESEA Title 1, Part A funds.

School district and AEA officials told us they were generally satisfied with
the guidance they received on using Recovery Act funds. They cited
written guidance on each program on the Iowa Department of Education’s
Web site as a primary source for information. This guidance describes the
principles of the Recovery Act, acceptable uses of funds, and reporting on
the use of funds. School district officials also cited Web-based seminars
and access to lowa Department of Education staff for providing helpful
guidance on the use of funds. The lowa Department of Education also told
us it is encouraging school districts to use Recovery Act funds for summer
schoo! and for building teacher capacity in order {o avoid committing to
unsustainable efforts after Recovery Act funding expires (known as the
funding cliff). The districts and AEAs had not received guidance from the
Towa Department of Education on some issues at the time of our visits in
late May, such as whether ESEA Title I, Part A funds can be used for
purchasing books and how to allocate funds made available as a result of
receiving IDEA, Part B Recovery Act funds for general education teachers.
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While the school districts and AEAs had not yet received any Recovery Act
funding at the time of our visits, officials were generally developing plans
for how to spend the majority of their ESEA Title I and IDEA funds in
accordance with program requirernents and Recovery Act objectives. At
the sarme time, district officials told us that such planning is not necessary
to spend SFSF funds because they plan to use these funds to replace
regular state aid.

«  Officials from the Des Moines Independent Coramunity School District
had not identified specific uses for Recovery Act grant funds at the
time of our visit. They said they do not expect to use the district’s first
distribution of ESEA Title I funds until fiscal year 2010.

«  Waterloo Community School District officials said they are evaluating
opportunities to use Recovery Act funds to implement their strategic
plan and, along with AEA 7, cited professional development as a
potential use of funds. Waterloo also said it is considering using part of
its first distribttion of ESEA Title I funds to reimburse it for expenses
for professional development and instructional materials, as well as for
technical licenses for instructional programs.

+  The Ottumwa Community School District and AEA 15 have draft plans
to use Recovery Act grant funds for programs, including teacher
development and extended day and summer schoo} activities.
Ottumwa officials said the summer school activities would address the
funding cliff because these programs would not require hiring
additional staff. The district had also spent about $40,000 on ESEA
Title | materials and computers and planned to use at least part their
first distribution of Title ! funds to reimburse it for these expenditures.

Districts May Find It
Difficult to Track Interest
Earned on Recovery Act
Funds

Sehool districts must return to the federal government on a timely basis
any interest earned on cash advances, including Recovery Act funds used
for education. Jowa school districts may face challenges in tracking
interest earned because they typically do not earn interest on other federal
education funds. Districts typically do not earn interest on ESEA Title 1
and IDEA funds because they are reimbursed for expenditures rather than
getting funding first. Furthermore, districts do not have experience with
earning interest on SFSF funds because these are a new funding source.
The state’s Single Audit will be a check on districts to ensure that any
interest earned is returned, according to the lowa Department of
Education. The lowa Association of School Boards is working with school
districts to address this concern.
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Towa Department of
Education Will Monitor the
Use of Recovery Act Funds

The lowa Department of Education is responsible for ensuring that the
funds received under the Recovery Act are spent on education programs
that are directed at improving results for students, from early learning
through college. In carrying out this responsibility, the department plans
to monitor how the school districts and AEAs are spending Recovery Act
funds. Specifically, the department will require school districts and AEAs
to track and report, quarterly and annually, how they are using the funds.
In turn, the department will monitor and review these reports and
aggregate the statewide data for reporting to Education. Ultimately, the
department will have a role in determining whether the Recovery Act
funds were spent on programs and activities authorized by applicable
federal statutes and regulations and on the effectiveness of the programs
and activities supported by the Recovery Act education funds.

The date for the first quarterly report as well as the specific reporting
requirements that the districts and AEAs must meet are still being
developed. A common reporting form will be followed after the specific
requirements are known. However, according to Department of Education
officials, the districts and AEA’s should already know that, at a minimum,
they should be prepared to report by program the total amount of funds
received and expended, the specific activities the funds were expended
on, and the number of jobs saved or created. For example, those school
districts receiving ESEA Title 1, Part A funds will, at a minimum, be
required to report quarterly and annually the total amount of funds
received and expended on programs the districts implemented to educate
disadvantaged youth. Similarly, those school districts and AEAs receiving
IDEA, Part B funding will be required to report the amount of Recovery
Act funding that was used to support special education services for
children with disabilities.
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v DOE—Weatherization Assistance Program

. lowa was provided about $8.1 million in an initial release of
fands—or about 10 percent of the state’s total award of $81
million—on March 27, 2009, by DOE's Office of Energy Efficiency
and Renewable Energy.

. To receive the first 10 percent of funds, states were required to
submit an application. To receive the next 40 percent of funds,
states were required to submit a plan by May 12, 2009.

. lowa subinitted its application on March 18, 2009, and its plan on
May 11, 2009,

The Recovery Act appropriated $5 billion for the Weatherization
Assistance Program, administered by DOE through each of the states and
the District of Columbia. This funding is a significant addition to the
annual appropriations for the weatherization program that have been
about $225 million per year in recent years. The program is designed to
reduce the utility bills of low-income households by making long-term
energy efficiency improvements to homes by, for example, installing
insulation, sealing leaks around doors and windows, or modernizing
heating equipment and air circulating fans. During the past 32 years, the
Weatherization Assistance Program has assisted more than 6.2 million low-
income families. According to DOE, by reducing the utility bills of low-
income households instead of offering aid, the Weatherization Assistance
Program reduces their dependency by allowing these funds to be spent on
more pressing family needs.

DOE allocates weatherization funds among the states-and the District of
Columbia, using a formula based on low-income households, climate
conditions, and residential energy expenditures by low-income
households. DOE required each state to submit an application as a basis
for providing the first 10 percent of Recovery Act allocation. DOE will
provide the next 40 percent of funds to a state once the department has
approved its state plan, which outlines, among other things, its plans for
using the weatherization funds and for monitoring and measuring
performance. DOE plans to release the final 50 percent of the funding to
each state based on the department’s progress reviews examining each
state’s performance in spending its first 50 percent of the funds and the
state’s compliance with the Recovery Act’s reporting and other
requirements.

DOE allocated $80.8 million to Jowa for the Recovery Act Weatherization

Assistance Program for 3 years. Jowa's Departient of Human Rights,
Division of Community Action Agencies, is responsible for administering
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the program. The division submitted its application for funding on March
18, 2009, and its weatherization state plan and application on May 11, 2000.

On March 27, 2009, DOE provided the initial 10 percent allocation (about
$3.1 million) to lowa for the Weatherization Assistance Program. Officials
from lowa’s Division of Community Action Agencies said that they
received guidance from DOE prohibiting the use of the initial 10 percent of
funds for weatherizing homes. On June 9, 2009, DOE issued revised
guidance that allowed states to use all Recovery Act funds provided under
this program to pay for weatherization projects. lowa officials said they
were aware of the new guidance but decided to not to make any changes
in funding because DOE had not provided guidance on how to spend
Recovery Act funds in compliance with the Davis-Bacon Act. lowa
obligated at least $5 million by June 30, 2009, for 18 contracts to
community action groups for “ramp up” activities—training crews,
evaluators and contractors, and purchasing vehicles,

As of June 30, 2009, DOE has not approved the state’s plan. DOE has
provided guidance and fiscal information to the state, and lowa’s Division
of Community Action Agencies has obtained information on grant texms
and conditions from a separate federal Web site, Division officials said
they had not received any guidance on the Davis-Bacon Act, however, and
expressed concern about how to spend the next allocation of Recovery
Act funds in accordance with those requirements. ™

As outlined in the Division of Community Action Agencies’ Recovery Act
weatherization plan subritted to DOE for review and approval, the
division's goals include using Recovery Act funds to weatherize an
additional 7,196 homes; employ 140 additional energy auditors, crew
workers, and office staff; and spend about $1.3 million on equipment and
$2.1 million on vehicles. Of the total $80.8 million that the state is expected
to receive, the planned allocation is $62.6 million for weatherization; $11.2
million for training new contractors, crew workers, inspectors, evaluators,
and other critical personnel; and $7 million for anticipated future
administrative and other expenses, such as additional staff or equipment.

The Recovery Act requires all laborers and mechanics employed by contractors and
subconiractors on Recovery Act projects to be paid at jeast the prevailing wages as
determined under the Davis-Bacon Act, Recovery Act, div. A, title XVI, § 1606. Under the
Davis-Bacon Act, the Department of Labor determines the prevailing wage for projects ofa
similar character in the locality. 40 U.8.C. § 3141-3148.
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Iowa Prepares to
Disburse Law
Enforcement Funds,
but Some Law
Enforcement
Agencies May Not
Apply for Funds Due
to Reporting
Requirements

The Division of Comimunity Action Agencies plans to monitor the
expanded weatherization program by supplementing its current work
force with additional auditors and inspectors while relying on current
inspection and evaluation procedures. These procedures include
determining if households are income eligible, assessing each eligible
home to see what can be done to make it more energy efficient, and
inspecting the home after work is completed to verify that the work was
done completely and professionally. '

v U.S. Department of Justice—JAG

«  As of June 30, 2009, Iowa had received its full state award of
about $12 million from the Justice Department, BJA. The BJA
will also award an additional $7 million to local governments in
Jowa.

. lowa's Office of Drug Control Policy will provide grant funds, on
a cormpetitive basis, to local and state units of government and
nonprofit organizations to address priorities in such areas as law
enforcement, correctional and substance abuse treafment, and
prevention services.

Under the JAG program, the Department of Justice’s BJA provides federal
grants to state and local governments for law enforcement and other
criminal justice activities, such as crime prevention and domestic violence
prograins, corrections, treatment, justice information sharing initiatives,
and victims' services. Under the Recovery Act, an additional $2 billion in
grants are available to state and local governments for such activities,
using the rules and structure of the existing JAG program. The level of
funding is formula-based and determined by a combination of crime and
population statistics. Using this formula, BJA awards 60 percent of a
state’s JAG allocation directly to the state, which must, in turn, allocate a
formula-based share of those funds to local governments. BJA awards the
remaining 40 percent of JAG funds directly to eligible units of local
government within the state.” The total JAG allocation for Iowa state and
local governirients under the Recovery Act is about $18.7 million, a
significant increase from the previous fiscal year 2008 allocation of about
$1.4 million.

®we did not review these funds awarded directly to local governments in this report
hecause BiA's solicitation for local governments closed on June 17, 2009,
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As of June 30, 2009, Iowa had received its full state award of about $11.8
million and is generally moving from planning to implementation.” Iowa's
Office of Drug Control Policy expects to begin awarding grants
competitively in July in accordance with federal guidance to address
priorities set forth in lowa’s Drug Control Strategy, with special emphasis
on job creation and preservation. Specifically, the office intends to use
these funds to support a broad range of activities to prevent and control
crime—in particular, focusing on violent crime, drug offenses, and serious
offenders—and improve the ¢riminal justice system. The office will
provide most of these funds to law enforcement and other eligible
recipients, such as local governmenis and nonprofit organizations, through
a competitive award process and will provide monthly reimbursements to
recipients selected by the office. The state also plans to retain 10 percent
of these funds to administer the program.” The Recovery Act requires
recipients to submit a detailed list of all projects or activities for which
such funds were expended or obligated within 10 days of the end of each
quarter. As it does with other grant programs, the Office of Drug Control
Policy plans to review recipients’ financial reporting to validate the
amount of expenses claimed and verify that expenses are appropiiate.

The Office of Drug Control Policy is implementing a new grant
management system that is to notify the office when recipients do not
comply with Recovery Act reporting. Once notified, the Office of Drug
Control Policy plans to contact recipients via an automated e-mail,
followed by a telephone call or visit. Officials said the office may withhold
reimbursements to force compliance but that such withholding is not a
concern because officials could not recall an instance in which a recipient
did not report as required. Hlowever, the Director of the office said that
some potential recipients-—-small law enforcement agencies with five or
fewer officers or staff—may not apply for Recovery Act funds if they
believe the reporting requirements are burdensome relative to the amount
of JAG funds they might receive. Alternatively, the Director also noted that
some recipients may choose to apply for funds and then spend them
quickly because the reporting requirement ends after the funds have been
expended. Officials also said that the Office of Drug Control Policy may
help recipients complete their financial reporting documentation.

URecause of rounding, this number does not equal 60 percent of the total JAG award.

24 state administering agency may use up to 10 percent of the state award, including up to
10 percent of any accrued interest, for costs associated with administering JAG funds.
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v HUD—Public Housing Capital Fund

. HUD obligated about $8 million to Jowa public housing agencies
for the Recovery Act Formula Grant under the Public Housing
Capital Fund (PHCF) for modernization and improvement of
public housing units.

. Asof June 20, 2009, three of the four local public housing agencies
we reviewed in lowa were beginning to obligate Recovery Act
Formula Grant Funds for public housing projects, and two of the
four had drawn down about $37,000, or about 1.6 percent of the
total award for all four agencies.

The Public Housing Capital Fund provides formula-based grant funds
directly to public housing agencies to improve the physical condition of
their properties; for the development, financing, and modernization of
public housing developments; and for management improvements. ® The
Recovery Act requires HUD to allocate $3 billion through the Public
Housing Capital Fund to public housing agencies using the same formula
for amounts made available in fiscal year 2008, Recovery Act requirements
specify that public housing agencies must obligate funds within 1 year of
the date they are made available to public housing agencies, expend at
least 60 percent of funds within 2 years, and expend 100 percent of the
funds within 3 years. Public housing agencies are expected to give priority
to projects that can award contracts based on bids within 120 days from
the date the funds are made available, as well as projects that rehabilitate
vacant units, or those already under way or included in the required 5-year
Capital Fund plans. HUD is also required to award %1 billion to housing
agencies based on competition for priority investments, including
investments that leverage private sector funding/financing for renovations
and energy conservation retrofit investraents. On May 7, 2009, HUD issued
its Notice of Funding Availability that describes the competitive process,
criteria for applications, and time frames for submitting applications.”

Jowa has 48 local public housing agencies that have received Recovery Act
formula grant awards. In total, these public housing agencies received
approximately $7.6 million from the Public Housing Capital Fund formula
grant awards. As of June 20, 2009, the state’s 48 public housing agencies

“pyblic housing agencies receive money directly from the federal government (HUD).
Funds awarded to the public housing agencies do ot pass through the state budget.

VHUD released a revised Notice of Funding Avatlability for competitive awards on June 3,

2008. The revision inciunded changes and clarifications to the criteria and time frames for
application and to funding lirits.
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have obligated approximately $1.6 million and expended approximately
$84,000 (see fig. 2).

igure 2: rcnge Public Hsmg apata u Allocated b That Ha

Funds obligated Funds drawn down
Funds obligated by HUD by public housing agencies by public housing agencies
1.1%

W

$7,615,337 $1,648,660 $83,586

Obiigating funds [
Drawing down funds

1
» Entering into agreements for funds [}
i
1
I

Source: GAC analysis of HUD data.

Selected Public Housing According to officials of the four local public housing agencies we visited,
Agency Projects Are they would be able to meet the Recovery Act's accelerated time frames for
Starting Rehabilitation obligating and expending funds.

Work

We selected the four local public housing agencies in lowa to illustrate a
diverse set of characteristics, such as different numbers of units, varying
Recovery Act formula grant allocation and disbursement levels, and
different HUD designations or nondesignations as “troubled” public
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housing agencies.” The public housing agencies we visited are the Des
Moines Municipal Housing Agency, Evansdale Municipal Housing
Authority, North Towa Regional Housing Authority, and Otturawa Housing
Authority. The four agencies received Capital Fund formula grants totaling
approximately $2.3 million. As of June 20, 2009, three of the four public
housing agencies had obligated approximately $116,000, or about 4.9
percent of the total award, and two of the four had drawn down
approximately $37,000, or about 1.6 percent of the total award.

The four public housing agencies have a total of 26 repair or rehabilitation
projects involving at least 244 public housing units that have or will use
formula grant funds under the Recovery Act formula grant. Some projects
involve relatively simple tasks, sach as reroofing buildings, while other
projects involve more comprehensive work, such as wholesale
renovations of buildings and individual units. Public housing agency
officials stated that they will begin work on many of the Recovery Act
projects by June 2009. Indeed, the Ottumwa. Housing Authority had
already completed several projects by the end of April 2009, and the other
three public housing agencies are scheduled to complete many of their
projects by July 2010. Table 3 describes the four public housing agencies’
plans for using Recovery Act formuia grant funds.

®HOD developed the Pubtic Housing Assessment System to evaluate the overail condition
of housing agencies and measure performance in major operational areas of the public
housing program. These include financial condition, management operations, and physical
condition of the housing agencies’ public housing programs. Housing agencies that ave
deficient in one of more of these areas are designated as troubled performers by HUD and
are statutorily subject to increased monitoring.
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Table 3: Use of ecovery Act Formula Grant Funds by fowa Pu Ho sAencies

Public
housing
agency

Number of

Number of
units to be
repaired or

projects rehabilitated

Specific work to be done

Public housing agencies’
basis for project selection
and prioritization

Methods to review
contracted work

Des Moines
Municipal
Housing
Agency

1

50

Replacing carpet, doors,
countertops, and windows in
individua! units and common
areas; reroofing segments of
a pubic housing building;
renovating air-conditioning
and ventitation systems;
abating asbestos; and
repaving parking lots

Inclusion of projects in the
public housing agency's 5-
year plan, presence of
vacant ynits, and public
housing agency designation
of need, and prioritization of
awarding contracts within
120 days of the receipt of
funds

The project architect and
public housing agency staff
are to conduct on-site
inspections of work
performed and approve
payment applications from
contractors before funds are
expended.

Evansdale
Municipat
Housing
Authority

13

22

installing new ceiling lights,
carpeting and vinyl floors in
individuat units, re-roofing
duplexes and storage
sheds, and instalting new.
water heaters

Inclusion of projects in the
public housing agency's 5-
year plan, previously
determined need by the
public housing agency, and
prioritization of awarding
contracts within 120 days of
the receipt of funds

The public housing agency's
Executive Director and City
Inspector are to conduct on-
site visits 1o verify that work
meets specifications before
paying the contractor.

North lowa
Regional
Housing
Authority

30

Reroofing duplexes and
repairing and replacing
parking iots and sidewalks

inclusion of projects in the
public housing agency’s 5-
year plan, public housing
agency's determined need
to repair units that may fait
HUD inspections, and
prioritization of awarding
contracts within 120 days of
the receipt of funds

The public housing agency
Executive Director and
maintenance staff are to
conduct on-site visits to
verify work progress. A
representative of the
architect responsible for the
project also is to conduct
weekly sile visits, Public
housing agency officials are
to conduct final inspections
of contracted work and not
make final payments untit a
final list of work is verified as
complete.

Ottumwa
Housing
Authority

143

Reroofing buildings,
repairing sidewalks and
curbs, replacing water
plumbing systems, and
repairing and replacing
segments of sewer systems

inctusion of projects in the
public housing agency's 5-
year plan, projects to be
completely quickly, creation
of new jobs from the
projects, and priotitization of
awarding contracts within
120 days of the receipt of
funds

The architect or engineer
responsible for project
oversight and public housing
agency officials are to
conduct periodic site visiis.
Public housing agency
officials alsc are to perform
a final check of the
contracted work before
payments to contractors are
completed.

Source: GAD analysis of selogted jowa public housing agendies’ data.
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As table 3 shows, the four public housing agencies selected projects on the
basis of various factors, such as the projects’ inclusion in the public
housing agency’s b-year plans, which identified immediate needs. For
example, officials from the North Jowa Regional Housing Authority said
their agency’s immediate need was to repair units that could fail HUD
inspections. Another factor for selecting projects was whether confracts
could be awarded within 120 days of the date funds were made available.
For exarnple, an official from the Evansdale Municipal Housing Authority
said that his agency awarded contracts for reroofing projects shortly after
receiving Recovery Act funds. The Des Moines Municipal Housing Agency
chose to renovate one project—Southview Manor, a 50-unit facility for the
elderly built in 1977. The Des Moines Public Housing Board approved the
project’s contract on May 20, 2009, and housing officials said that they
expected the project to start around June 15, 2009, and be completed by
March 15, 2010. Officials were also concerned about the high number of
vacant units at the facility in relationship to the total number of units
available for rent. The total cost of the project is approximately $1.9
million; Recovery Act funds will pay for about $1.5 million of the project
costs, while the Des Moines Municipal Housing Agency will cover the
remaining costs. Officials also noted that the main contractor and
subcontractors for the project are based in the Des Moines area.

Selected Public Housing
Agencies Report They Can
Respond to Special
Provisions of Recovery Act
Funds

The four Iowa public housing agencies we visited report they can respond
to special provisions of the Recovery Act, such as adhering to Davis-Bacon
requirerents regarding pay and benefits and procuring American
materials:

» Three of the four public housing agencies did not have concerns about
adhering to Recovery Act requirements regarding the Davis-Bacon Act.
However, officials from the North Iowa Regional Housing Authority
said it was burdensome to adhere to such requirements because
agency staff had to interview the workers under contract about their
pay and benefits. Officials also said that small contractors in their
jurisdiction could have difficulty understanding the paperwork
required for the Davis-Bacon Act.

«  Officials at all four public housing agencies said they had no difficulty
complying with the procurement requirements and the Buy American
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provision of the Recovery Act.” Although not a requirement of the
Recovery Act, officials said they will be using local contractors and
subcontractors for capital projects funded by the act. Officials from
the Ottumwa Housing Authority said they needed to solicit bidders
from outside the Ottwmwa area, such as Des Moines, to complete
plumbing and roof replacement projects because Ottumwa is relatively
rural and does not have a pool of contractors from which to solicit
three competitive bids.

Officials from three of the four public housing agencies said that although
they had not received updated HUD guidance on the content of required
quarterly reports, program irnplementation has continued. They did
express some other concerns. Two public housing agencies mentioned
that justifying administrative expénses as part of the Recovery Act
reporting requirements was burdensome, Officials from the Otturmwa
Housing Authority, for example, said they will not use any Recovery Act
funds to cover administrative expenses because the use of these funds
would have required the authority to modify its payroll accounting system.
In addition, two public housing agencies reported difficulty using HUD’s
Electronic Line of Credit and Control System to draw down funds but
were ultimately successful. For example, officials from the North lowa
Regional Housing Authority said they had difficulty obtaining the
necessary certifications before being allowed to draw down funds from
the system.

Selected Public Housing
Agencies Are Tracking and
Safeguarding Funds within
Existing Systems

The four Iowa public housing agencies are using existing processes to
track and safeguard funds and modifying them where appropriate. For
instance, officials from the Des Moines Municipal Housing Agency said
they are establishing a separate accounting code for Recovery Actfunds in
their current accounting system, and officials from the North lowa
Regional Housing Authority said they are separating funds for various
projects in their accounting system to properly track Recovery Act funds.

Further, all of the public housing authorities have established various
raethods to review contracted work funded by the Recovery Act. For

®The Buy American provision of the Recovery Act prohibits, with certain exceptions, the
use Recovery Act funds for the construction, alteration, maintenance, or repair of a public
building or work unless all of the iron, steel, and manufactured goods used in the project
are produced in the United States. Recovery Act, div. A, title XV1, § 1605,
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instance, officials at the Des Moines Municipal Housing Agency said it
requires both a project architect and agency staff to conduct on-site
inspections of work performed and jointly approve payment applications
from contractors before the agency expends funds for projects. Similarly,
officials at the North Iowa Regional Housing Authority said they are to
conduct final inspections of contracted work for projects, and the
authority will not make final payraents to contractors for a project until it
verifies that contractors completed a final list of tasks for the project.

In addition, all of the public housing agencies undergo independent andits,
and only the Des Moines Municipal Housing Agency reported one material
weakness from a recent audit. This finding concerned financial reporting
that was incorrect because of problems in converting data into a new
accounting system. Public housing agencies officials said, however, that
the issue has already been addressed and would not affect the separation
of Recovery Act funids from other HUD funds received.

Finally, one of the four public housing agencies identified an additional
challenge in segregating specific duties, as good internal conirols require,
Officials from the North lowa Regional Housing Authority said it has a
small number of the staff working for the authority, which makes
segregation of duties difficult. However, officials noted that internal
controls are preserved because invoices for payment are prepared by the
financial Director and subsequently reviewed by the Executive Director
and board members for approval.
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Appendix VIE Iowa

Several lowa state entities are responsible for monitoring, tracking, and
overseeing financial expenditures, including many state agencies with
internal audit groups that focus on programmatic and financial issues. In
addition, Jowa has taken specific actions to identify Recovery Act funds in
its accounting systems and is considering ways to show Recovery Act
funds received directly by localities.

JTowa’s State Accounting
Office, State Agencies, and
the Iowa State Auditor Are
to Monitor State’s
Financial Activities and
Recovery Act Funds

Three state entities monitor, track, and oversee financial entities: the lowa
State Accounting Enterprise, which collects and reports state financial
information and processes financial transactions; the state program
agencies, which establish controls and monitor transactions in their
agencies; and the State Auditor, which audits state and local entities, such
as counties, cities, and school districts and provides guidelines to public
accounting firms that perform such audits.

The State Accounting Enterprise enters into interagency cooperative
agreements with agency officials to document each agency’s responsibility
to perform expenditure preaudits and comply with the State Accounting
Enterprise accounting manual. The cooperative agreement requires that
each agency establish procedures to ensure that that a}l transactions are
reviewed for compliance with laws and regulations and supported by
appropriate documentation. To provide additional oversight over
Recovery Act funds, state accounting officials informed us that they plan
to reconcile Recovery Act funds received to expenditures for each
program on a monthly basis and initiate audits of departments if they
notice a pattern of errors. State accounting officials said they assess risk
by collaborating with state audit and department officials about
transaction and program problems and risks as they are identified.

State program agencies, such as the Department of Transportation, are
responsible for establishing internal controls and procedures to ensure
that their agencies spend funds as intended by law. These agencies are
charged with establishing processes for the preaudit of expenditures,
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ensuring appropriate documentation, and reviewing transactions for
cormpliance with laws and regulations.

For example, the lowa Departraent of Econormic Development will
monitot its Recovery Act funds by using systeras adopted for tracking
federal disaster recovery funds, including systems that HUD uses to
monitor and report on funding spent to recover from natural disasters.
This department plans to put in place procedures for working with the
State Auditor to leverage oversight of Recovery Act funds. Similar
procedures have been established to oversee funding the state expects to
receive to recover from disastrous floods in 2008. The department expects
a twentyfold increase in Community Development Block Grants in 2009 to
help the recovery effort from these floods.

The Office of the State Auditor is in the final stages of updating its 2009
audit plan for risk assessment to reflect the increased risk associated with
Recovery Act funding, State audit officials told us that although their
appropriation was recently reduced by 27 percent, this reduction will not
affect their ability to oversee Recovery Act funds.

As an added measure to help ensure that lowa does not misuse funds
provided through the Recovery Act, the Governor created the Iowa
Accountability and Transparency Board (Towa Board). The Iowa Board
has several purposes: ensure that lowa meets or exceeds the
accountability and transparency requiréments of the Recovery Act;
monitor Iowa’s use of Recovery Act funds to prevent fraud, waste, and
abuse; and make recommendations to the Governor, as needed, to ensure
that best practices are implemented. The Iowa Board plans to assess and
report on existing state practices to prevent waste, fraud, and abuse of
Recovery Act funds by (1) reviewing Single Audit reports for all state
agencies, (2) implementing and reviewing risk profile surveys for all
agencies, and (3) determining risk levels for individual agencies. For
example, the Iowa Board plans to conduct an infernal control evaluation
and risk survey to assess potential risks in implementing Recovery Act
programs, such as those involving the capacities of staff to perform
necessary work and the systems and processes used to monitor Recovery
Act expenditures. The board has established a set of principles to ensure
the fairness, effectiveness, ethicality, and transparency of its decisions and
use of Recovery Act funds. For example, to ensure fairness, the board
must disclose the selection eriteria to award Recovery Act funds. To
ensure effectiveness, it must use Recovery Act funds to maximize the
public benefit by providing funds to individuals and communities most
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likely to reinvest in the economy and programs and projects that are
expected to create or retain jobs.

Towa Has Modified Its
Accounting Systems to
Track Recovery Act Funds
and Will Rely on Reports
from Those Entities That
Are Not Tracked by Its
Systems

Towa has modified its accounting system to track and reconcile Recovery
Act funds for all state agencies. Specifically, state accounting officials have
developed unique accounting codes to track Recovery Act funds and have
trained state agencies’ accounting officials in the use of the new codes.
However, the state does not have the mechanisms to track Recovery Act
funds received by its Department of Transportation and Board of Regents
at the same level of detail as other state agencies. Furthermore, the
centralized accounting system does not include some Recovery Act funds
received directly by the Iowa Finance Authority and the Department of
Natural Resources. State officials said they have plans to track Recovery
Act funding to these agencies using the “dashboard” feature located on the
state’s Web site—a user-friendly search capability that will provide
detailed information on how and where Recovery Act funds are spent.

The Department of Transportation and Board of Regents plan to provide
the state with summary information on Recovery Act funding while
tracking detailed information on these funds in their agency systems. lowa
transportation officials said the agency is establishing separate accounting
codes to track Recovery Act funds by project. State accounting officials
told us they are coordinating with the Board of Regents, so that the board
will be able to report summary Recovery Act funding information provided
to the state’s universities and special schools into the state's centralized
accounting system or, in some cases, directly into the Recovery Act
dashboard.

Towa also does not track Recovery Act funds received directly by cities,

~ counties, and local governments. At the local level, some agencies can

track these funds, while others are developing guidance to require such
tracking, according to state officials. Although local governing authorities
are not required to report through the state, the Towa Department of
Management is in discussions with these entities to report Recovery Act
spending on the dashboard located on the state’s Web site. Accounting
officials told us they are concerned about not being able to satisfy

- requirements that they report Recovery Act funds received directly by

cities, counties, local governments, and other entities. State accounting
officials told us they are working with all of these entities to establish
procedures for financial oversight.
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Jowa Single Audit Reports
Play an Important Role in

Identifying and Correcting
Financial Problems

and Localities Are
Relying on Existing
Performance
Measures but Await
Federal Guidance to
Clarify How to Assess
Recovery Act Results

Towa’s annual Single Audit is one of the key tools used to identify and
correct wealnesses in lowa’s financial management syster. Recent
annual audits have reported few weaknesses. lowa’s fiscal year 2008 audit
report did not identify any material weaknesses, and its fiscal year 2007
audit report found one material weakness that has been corrected.
According to Iowa Department of Education officials, the Single Audit
report has proven to be an effective system for identifying and correcting
problems; however, state accounting officials and the lowa Departments
of Education and Transportation do not use the report to assess internal
control risks. Jowa accounting officials siated they do not use the report
because it is released several months after auditors review {ransactions
and procedures.

Because of the 27 percent reduction to the Office of the State Auditor's
appropriation,” and the resulting reduction in resources available to audit
certain state agencies, state audit officials expect that the state will likely
receive a qualified opinion on the State of fowa Comprehensive Annual
Financial Report and are continuing to consider the impact on the opinion
on the state's Single Audit.

While awaiting federal guidance on a consistent approach to determining
the number of jobs created and retained through Recovery Act funds, Iowa
state agencies continue to consider how to measure results. According to
lowa’'s Department of Management, once it receives federal guidance on
how to assess the impact of Recovery Act funding, it plans to disseminate
the information across state agencies. It intends to measure the impact of
Recovery Act funds through the state’s Recovery Act Web site and current
tracking software. According to a Legislative Services Agency official, the
agency has offered to work with the Department of Management to create
outcome measures for the Recovery Act and report the resulis.
Additionally, the lowa Department of Economic Development has already
established output and outcome measures for the Neighborhood
Stabilization Program.

Some state agencies told us they were collecting data that could be used 10
measure results of the Recovery Act. For example, the Jowa Department
of Transportation tracks the number of worker hours by highway project

Tiha net effect of this reduction is unknown because of potential refmbursement from
some aadited entities.
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on the basis of contractor reports. An lowa transportation official said the
state reports this information to the U.8. Department of Transportation,
which may use it to calculate the number of jobs created. Furthermore,
officials from the Des Moines and Ottumwa public housing agencies said
they planned to use information reported to them by contractors under the
Davis-Bacon Act to calcilate the number of jobs created from the use of
Recovery Act funds. In general, as discussed earlier, Recovery Act funds
allowed state agencies to avoid program cuts, mandatory layoffs, and
furloughs, in addition to balancing the fiscal year 2009 budget. For
example, according to a senior budget official, lowa’s fiscal year 2010
budget includes SFSF funds that will be used to avoid laying off teachers,
among other purposes.

Some local agencies also have plans for how to track and measure results
other than jobs created and saved. For example, officials from the Des
Moines Municipal Housing Agency said they will measure the effects of
Recovery Act spending by tracking lease rates for vacant units after
renovations are completed, and officials from the North Iowa Regional
Housing Authority said they will measure results by confirming the
completion of renovations in public housing facilities. As of the end of
April 2008, the Ottumwa Housing Authority had completed several
projects using Recovery Act funds totaling $28,798. Iowa Department of
Transportation officials told us they selected “shovel-ready” projects, such
as bridge replacements and highway resurtacing, that could be completed
quickly, in order to comply with the requirement to obligate 50 percent of
Recovery Act funds for highway infrastructure before June 30, 2009, and to
give priority to work that can be completed within 3 years. The Ottumwa
Community School District spent about $40,000 on Title I materials and
computers and planned to use at least part of their first allocation of Title 1
funds to reimburse the district for these expenditures.

Some local agencies have expressed specific concerns about how to
calculate and report results. For example, the school districts and AEAs
we visited said they are waiting for guidance on how to measure jobs
created or retained, although they believe the Recovery Act education
funds have saved jobs.” In April 2009, the Iowa Legislature had to reduce
the state budget by $40 million, and it took this reduction from the

# After soliciting responses from a broad array of stakeholders, OMB issued additional
implementing guidance for recipient reporting on June 22, 2009, See OMB Memorandum
M-00.21, Fnplementing Guidance for the Reports on Use of Funds Pursuont {o the
American Recovery and Reinvestment Act of 2009,
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This Summary

Acknowledgments

education account and replaced it with SFSF funds. Because the $40
miblion reduction came late in the state fiscal year, school districts would
have faced a larger reduction in staff than if the cut had come earlier. In
the Waterloo Community School District, officials are unsure about how to
count the number of jobs saved. Officials in the lowa Department of
Education also expressed concern about the impact of declining
enrollment in many school districts on job measurerent. They noted that
declining enroliments naturally lead to declines in staff, making it difficult
to achieve job retention or creation goals. However, two of the three
school districts we spoke with expected relatively flat or increasing
enrollment, while the Des Moines Independent Comrmunity Sechool District
expects flat or decreasing enrollment over the next 2 years. The director of
lowa’s Office of Drug Control Policy said that some potential recipients of
JAG grant funds, such as small sheriffs’ departments, might not apply for
Recovery Act funds if they believe the reporting requirements are
burdensome in relation to the amount, of JAG funds they may receive.
Many lowa law enforcement offices are small and do not have the
resources to prepare detailed financial documents.

Officials noted the potential difficulty of measuring Recovery Act
outcomes separately from other recovery initiatives, such as lowa's [.JOBS
program—which provides $830 million in state infrastructure funding.

We provided the Governor of Iowa with a draft of this appendix on June
19, 2009. The Director, Jowa Office of State-Federal Relations, and the
Director for Performance Results, Department of Management responded
for the Governor on June 23, 2009, In general, officials agreed with our
findings and conclusions. The officials also offered technical suggestions,
which we have incorporated, as appropriate.
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